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SOUND 
INVESTMENTS 
IN 


| MODERNIZATION 


NORGE ROLLATOR REFRIGERATION NORGE KITCHEN RANGES 
Both household and commercial; Both gas and electric; built to 
equipped with the exclusive, most exacting specifications for 
patented Rollator Compression utmost utility and finer cooking 
Unit; surplus- powered, sparing with lower maintenance cost, 


FINER APPLIANCES NORGE HEATING AND AIR CONDITIONING 
NORGE WASHERS AND IRONERS AND EQUIPMENT Oil burners of proven economy 


Built for extra years of quiet, and long, trouble-free life; hea. 
efficient, labor-saving operation; DESIGNED ing and air conditioning units 
incorporating engineering fea- FOR LASTING that set a new standard of efi. 
tures exclusive to Norge. SATISFACTION ciency and low cost. 


of current, almost everlasting. 


BACK of the meteoric rise of 
Norge to a position of domi- 
nance in the major home ap- 
pliance, heating, air condition- 
ing and refrigeration markets, 
lies not only provable product 
superiority but also a background 
of financial stability and engi- 
neering genius. As a Division of 
Borg-Warner Corporation...one 
of the world’s largest precision 
parts manufacturers... Norge has 
a rich heritage of manufactur- 
ing experience, sound thinking 
and financial security. 


Built right... priced right... 
Norge products, with their low 
maintenance cost and high pub- 
lic acceptance, are ideal for resi- 
dence or business modernization 
projects. 


For complete information, 


write or wire. 


NORGE DIVISION Borg-Warner 
Corporation, 606-670 E. Woodbridge 


Street, Detroit, Michigan 
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) © Gas and ELECTRIC RANGES © WASHERS and IRONERS © WHIRLATOR OIL BURNERS © FINE-AIR FURNACES 
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Colby M. Chester 


Constructive Regulations 


E regulations of the Federal Re- 
serve Board covering the exercise of 
trust powers by the national banks 

of the country, and known as Regula- 
tion F, go into effect on June 1. The 
Banking Act of 1935 has been in opera- 
tion a little over nine months. During 
this period practically all of the new 
regulations of various Federal supervi- 
sory authorities called for by its provi- 
sions have been formulated and promul- 
gated. On the whole, it will probably be 
readily admitted by even those who op- 
posed many of the provisions of the act 
that, up to the present time at least, the 
new regulations and the entire new 
setup under the law have worked to the 
benefit of American banking. 

Itis true that so far some of the more 
radical provisions of the act which were 
most strenuously questioned have not 
yet been brought into action. The Open 
Market Committee has been organized, 
its regulations promulgated, and its 
executive committee appointed, but in 
the peculiar situation in which the banks 
and the Government find themselves 
none of the powers of the committee 
have been used. The Board of Governors 
of the Reserve System has as yet taken 
no action for the control of credit by in- 
teasing the required reserves of mem- 
ber banks. 

In short, practically none of the ex- 
taordinary powers of Government 
supervision and control to which strenu- 
ous objection was made a year ago have 
been exercised, and it can hardly be said 
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WE have in this country an industrial establishment which in 
efficiency and competence is second to none. It is the product of 
free men working under free conditions. No manufacturers, how- 
ever, expect ‘‘complete freedom of private control without gov- 
ernment participation’’. Such anarchism is impossible in so 
complex and interdependent a society as ours. Yet, we have here- 
tofore developed because we have had regulation and not control, 
because we have cooperated with government and have not been 
harassed by it. This experience of 150 years is worth a great deal. 
It would be ridiculous to cast it aside and turn over our vast 
equipment, our billions in property and the welfare of millions of 
workers to the mercies of experiments the result of which would 
be to set up some new, arbitrary political and economic system. 

, Industry is now being called upon to solve the national 
problem of unemployment by absorbing the man out of work. 

This is exactly what industry has been doing—CoLsy M. 


CHESTER, President, National Association of Manufacturers 
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that the new system has really been 
tried in that respect. The powers are 
there to be used in the discretion of the 
Reserve Board, and the Federal authori- 
ties and the banks have yet to experi- 
ence what the exercise of those powers 
will mean for them in a time of emer- 
gency or of changing national policy. 


Trust Principles 


In more routine matters, however, 
banking undoubtedly has been strength- 
ened and its status before the public 
improved by the course followed in the 
application of supervisory powers. The 
new Regulation F is an outstanding ex- 
ample. It applies to national banks 
directly but doubtless will be applied to 
state member banks in so far as the 
Reserve authorities can control state 
banks in trust matters. As a matter of 
fact the new regulation merely em- 
bodies the principles and rules of trust 
administration contained in the State- 
ment of Principles of Trust Institutions 
adopted by the Executive. Council of 
the American Bankers’ Association as 
far back as April 1933, later embodied 
in the Bankers’ Code under the N.R.A. 
and generally followed by most trust 
institutions before and since its approval 
by bankers themselves. 

The very fact, however, that these 
principles have finally been given the 
form of law is a demonstration both of 
the soundness of the principles and of 
the disposition of the Government to 
cooperate with the bankers in their ef- 
forts to improve banking service. It is 
especially important that actual regu- 


lations under the law, rather than mere 
ethical considerations, require a bank 
exercising trust functions to create an 
investment trust committee of a definite 
number of members—three—and that 
“all investments of trust funds by the 
trust department of every national bank 
shall be made, retained or disposed of 
only with the approval of the trust in- 
vestment committee, and such commit- 
tee shall keep minutes of all its meetings 
showing the disposition of all matters 
concerned and passed upon by it.” 

Of similar importance is the require- 
ment that a committee of directors, ex- 
clusive of active officers of the bank, 
“shall at least once during each period 
of twelve months, make suitable audits 
of the trust department or cause suit- 
able audits of such departments to be 
made by auditors responsible only to 
the board oi directors.” 


Sound Practices 


It is in accordance with the practice 
of most enlightened trust concerns that 
the statute requires that funds of a 
trust account of a national bank are 
not to be used by the bank in the con- 
duct of its business unless the bank, 
with permission of its board, delivers 
Government obligations or readily mar- 
ketable securities in its place, but it is 
well that the new legal requirements be 
restated in an authoritative way. 

Other practices of better managed 
trust departments also are now manda- 
tory, especially restrictions upon the 
purchase or sale of trust assets by or to 
the bank or its (CONTINUED ON PAGE 5) 
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MONEY TO LOAN- 


BUT WE’RE FUSSY! 


HERE are many factors which contribute 

to the sound financial status of Investors 
Syndicate. And important among them is this: 
we're fussy. 


Particularly so, regarding that phase of our 
business which has to do with the placement 
and security of funds. 


Example: We have apportioned $24,000,000 to 
be loaned on first mortgages during 1936. 
Throughout the year this money will be advanced 
through our Mortgage Loan Division on security 
which has run the gauntlet of our stipulations. 


One stipulation being—that a major part of 
this $24,000,000 be advanced on owner-occupied 
homes. 


A home that is properly built, that is owned 
and occupied by a solid citizen is, in our regard, 
security of the soundest sort. 


And only on sound security—when investi- 


gated, appraised and certified by our Mortgage 
Loan Division—does Investors Syndicate make 
its funds available. And for even greater security, 
this institution continues to require systematic 
amortization of each loan. 


With this rigidity of standards—which is one 
synonym for fussiness—Investors Syndicate has 
completed its forty-second year of “Prompt Pay- 
ment of Every Obligation.” 


Investors Syndicate is an approved mortgagee 
under Title II of the Federal Housing Act. 


INVESTORS SYNDICATE 


Established 1894 
Living Protection 
Offices in 120 principal cities, including: 

New Yorkj{ : Boston Pittsburgh - Chicago 
Birmingham Detroit Dallas St. Louis 
Kansas City : Denver : Seattle : San Francisco 
Toronto* - Montreal* - Vancouver* 
Home Office: Minneapolis, Minn. 

Affiliated Companies: {Investors Syndicate Title and Guaranty 
Company, New York. *Investors Syndicate, Ltd., Canada. 
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FROM WASHINGTON 


Among the banking regulations, 
circulars and instructions made ef- 
fective this year by various Govern- 
ment agencies are the following: 


Federal Reserve regulations, with 
effective dates—Trust Powers of Na- 
tional Banks (F, revised, June 1); 
Holding Company Affiliates-Voting 
Permits (P, revised, Jan. 1); Payment 


of Interest on Deposits (Q, revised, 
Jan. 1); Loans to Executive Officers of 
Member Banks (O, Jan. 1); Maximum 
Rates of Interest Payable on Time and 
Savings Deposits by Member Banks 
of the Federal Reserve System (Sup- 
plement to Q, Jan. 1); Maximum Loan 
Values of Registered Securities (Other 
Than Exempted Securities) for Pur- 
poses of Regulation T (supplement 
to T, April 1); Interlocking Bank 
Directorates under the Clayton Act 
(L, revised, Jan. 4); Increase or De- 
crease of Capital Stock of Federal 
Reserve Banks and Cancellation of 
Old and Issue of New Stock Certifi- 
cates (I, revised, Jan. 1); Relation- 
ships with Dealers in Securities under 
Section 32 of the Banking Act of 1933 
(R, revised, Jan. 4); Membership of 
State Banking Institutions in the 
Federal Reserve System (H, revised, 
Jan. 1); Reserves of Member Banks 
(D, revised, Jan. 1); Loans by Banks 
for the Purpose of Purchasing or 
Carrying Stocks Registered on a 
National Securities Exchange (U, 
May 1). 

Comptroller of the Currency—Regu- 
lations governing the purchase of 
investment securities and further de- 
fining the term ‘“‘investment securities” 
as used in Section 5136 of the revised 
statutes as amended by the Banking 
Act of 1935. 

_ Federal Deposit Insurance Corpora- 

tion—Regulation IV relating ‘‘to the 
payment of deposits and interest 
thereon by insured nonmember banks,” 
as amended. 

Reconstruction Finance Corporation 
—Information regarding catastrophe 
relief loans. 

Federal Housing Administration— 
Special regulations issued under Sec- 
tion 6, Title I, National Housing Act, 
covering catastrophe relief loans. 
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[ he says “bonds are too high”, he must be 
resigned to an indefinite curtailment of in- 
come, or hope for an increase in the demand 
for satisfactory loans. If he buys bonds indis- 
criminately, he risks eventual loss when the 
inevitable rise in money rates occurs. Never 
has bank investment management required 
such keen judgment and alert balance; never 
before has the need for competent and con- 


servative guidance been so great. 


Moody’s Supervisory Service recognizes that 
each bank has an individual problem requiring 
an individual solution . . . that supervision con- 
sists in anticipating events that change the 
investment picture. That entails the constant 


supervision of a competent staff. 


the Banker do today? 


To many banks, Moody’s Supervisory Service 
is supplying such assistance. This service will 
bring to your bank a staff of competent, mature 
specialists scanning the day-to-day investment 
horizon for investment opportunities, con- 
tinuously pointing out investment pitfalls — 
plus a personal counsellor to interpret their find- 
ingstoaninvestment planinterms of your bank’s 


needs for income, liquidity, diversification. 


Moody’s Supervisory Service is not an emer- 
gency measure—not even a one-or-two year 
measure. It is a constant necessity which repays 
its modest fee many times over. May we explain 
to you or your directors how this service can 
help your bank? Your inquiry involves no 


obligation. 


MOoDYS INVESTORS SERVICE 


JOHN MOODY, President 


65 Broadway, New York City 


105 West Adams Street, Chicago 
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(CONTINUED FROM PAGE 1) 


officers, and those prohibiting the mixing 
of the assets of different trusts and pro- 
hibiting officers in any way connected 
with trust management from having 
any interest, direct or indirect, in a 
trust. These new legal requirements 
are reflected in the new bank examina- 
tin forms upon which Federal and 
state supervisory authorities have been 
working for the past two years or more. 


Higher Money Rates 


The 14 of 1 per cent increase in New 
York “Street loan” rates on May 11 
was hardly indicative of any funda- 
mental change in the money market, 
for funds remain as plentiful as ever. 
Rather, the increase—it was the first 
variation since last October 30—was at- 
tributed to an adjustment to conditions 
created by operation of Federal Reserve 
Regulation U, effective May 1, which 
governs bank loans for the purchase or 
carrying of registered securities. It was 
felt, no doubt, that the cost of handling 
loans had been increased and that a 
higher charge was justified. Call money 
against stock exchange collateral went 
to 1 per cent, call money against Gov- 
ernment obligations to 34 of 1 per cent, 
and time funds on stock exchange col- 
lateral to 114 per cent for all maturities 
up to six months. 


Rate on Treasury Bills 


The increase in money costs was ac- 
companied by higher rates on Treasury 
bills, although Treasury officials did not 
seem to be disturbed by the advance, 
pointing out that the old rates had been 


unhealthy. An offering of $50,000,000 of 
216-day bills was awarded at an average 


interest rate of 0.151 annually compared | 
with 0.123 per cent on a similar issue the | 
previous week, while $50,000,000 in 

273-day paper went at an average of | 


0.188 per cent compared with 0.125 per 
cent the week before. Subscriptions for 
both issues totaled $313,548,000. 
Treasury officials recalled that when 
the weekly borrowings were increased to 
$100,000,000 last Summer there was an 
accompanying rise in rates. The current 
program of borrowing more than is 
needed to meet maturities may continue 
indefinitely, it is indicated, the purpose 
being to provide the Government with 
sufficient money to meet the soldiers’ 
bonus. As to the payment to the veter- 
ans, it is expected that the bonds will be 
distributed not later than June 15. 


June Financing 


Secretary Morgenthau has announced 
that the June financing of the Govern- 
ment will be a “healthy” operation, 
which was generally taken to mean that 
the total borrowing would amount to at 
least a billion dollars, probably divided 
between notes and bonds. On the 15th 
of the month the Treasury must re- 
deem, which at present means refund, 
$686,616,400 of 114 per cent notes, and 
since it must also refund $364,138,000 
of 314 percent notes on August 1, $514,- 
066,000 of 114 per cent notes on Sep- 
tember 15 and $357,921,200 of 234 per 
cent notes on December 15, and keep 
ahead of bonus and relief demand in the 
meantime, the more money it can con- 
veniently secure in the June operation 
the less it will have to worry about. 


TRADE WITH FRANCE 


Secretary of State Hull and Ambassador de Laboulaye signing the recent trade 
treaty between the two countries (see page 12) 
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@ The checks of your bank 
circulate among thousands of peo- 
ple who never enter your institution 
—yet are the very ones your bank 
wishes to impress 


It is obvious, therefore, that the 
checks your bank provides should 
serve as more than a mere medium 
of exchange; they should, in addi- 
tion, reflect the character of your 
bank, and build goodwill. 


How important, then, are such de- 
tails as the use of an attractive 
color of safety paper — precise 
workmanship—engraving in proper 
proportion—borders exact—cutting 
accurate—perforating clean—and 
the binding in a rich cover that 
opens perfectly flat. 


Such precision and quality is as- 
sured when you buy from De Luxe 
Check Printers. High standards of 
material and workmanship, rigid 
inspection, fast service—these are 
the products we sell. 


CHECK PRINTERS /WC, 


Litho graph ers and Printers 


UKE 


CHICAGO CLEVELAND 
NEW YORK 


KANSAS CITY 
ST. PAUL 
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DIRECTORS 
EXAMINATIONS 


J. F. MEREDITH 
and Company 


50 Church Street 
NEW YORK CITY 


PRESTIGE 


Zachary Taylor was the first 
President to reside at the old 
Willard — known modermly 
as ‘the Residence of Presi- 
dents.” Enjoy its modern 
luxury — have the social dis- 


tinction and convenience of 


this preeminent address. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


One 
WILLARD HOTEL 


WASHINGTON, D. C. 
H. P. Somerville, Managing Director 


NEW YORK BOOKING OFFICE 
11 West 42nd Street 
Longacre 5-4500 


With a working balance in the Treas- 
ury of around two billion dollars it need 
not necessarily be in a hurry, but never- 
theless it may be wise to take time by 
the forelock and play safe. “Street” 
talk during the past month leaned 
toward a rate of 256 per cent on the new 
bonds and 1) per cent on the new notes 
—at which rate the issue will be duly 
and promptly oversubscribed. 


Rubber 


In response to a request from the rub- 
ber tire industry the Federal Trade 
Commission has arranged for a trade 
practice conference in Chicago com- 
mencing June 4. This seems to be a case 
where an outstanding, important indus- 
try has been unable to govern itself 
without Government interference of 
some sort. Alone among the concerns 
supplying the automobile trade, the rub- 
ber manufacturing companies have 
failed to reap any considerable part of 
the harvest of earnings which go with 
the exceptional activity of the motor 
car industry. x 

Last year should have been one of 
augmented net income proportional to 
great production, but it was not, and un- 
controlled competition was responsible. 
Some of the companies also have had 
labor troubles which, in final analysis, 
may have some connection with the 
lack of adequate earnings. If the com- 
panies can reach an agreement and stick 
to it they have every reason to expect to 
enter upon a course of real prosperity of 


AIR COMMERCE 


Dr. Hugo Eckener, commander of the 
dirigible Hindenburg, which completed 
a record Atlantic crossing on the first 
of its regular trips to the United States 


MORE PLANES 


Captain Arthur B. Cook, as chief of the 
Bureau of Aeronautics, will direct the 
Navy’s drive to put its air force on a par 
with that of any navy in the world, a 
goal of 1,692 planes by July 1937 


benefit to themselves and the labor and 
other industries dependent upon them. 


P.W.A. 


In spite of reports that funds of the 
Public Works Administration are about 
exhausted and in: spite of the pother 
over additional funds demanded by a 
considerable bloc in Congress, there need 
be no expectation that the P.W.A. will 
soon shut up shop. It is expected that 
the present immense organization will 
be somewhat—probably very slightly 
—curtailed in the near future as the 
mass of new projects is considered and 
disposed of. But at last accounts the ad- 
ministration still had about $1,800,000,- 
000 to expend on the projects in hand, 
some of which will run for several years. 

At the present rate there is also a 
turnover of money in the revolving fund 
of approximately $700,000,000 a year, 
and that in itself ought to keep a fair- 
sized organization busy. One of the most 
significant facts bearing upon the work 
of the administration is that while it re- 
quires, under the law, interest of 4 per 
cent upon loans granted states, munici- 
palities and public corporations for pub- 
lic works, private lenders in many cases 
are now willing to do the financing for 
less—a situation amply demonstrated 
by the readiness with which the R.F.C. 


has been disposing of such loans for 


"INTERNATIONAL 


account of the P.W.A. at substantial 
and even large premiums. The only 
logical deduction is that as the credit of 
states and (CoNTINUED ON PAGE 8) 
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This robbery is still puzzling bank detectives 


AN IMPREGNABLE BANK. A locked cashier's cage. A thorough- 
ly honest staff. A theft-proof system. Yet in broad daylight 
$150,000 worth of bonds disappeared, to turn up later, some 
in Vienna, others in Paris and New York. 


Probably none will ever know who actually took those 
bonds, But fortunately for this financial institution the loss 
was covered ... insured under a Bankers’ Blanket Bond is- 
sued by the Maryland. Wise management, knowing full well 
that unforeseen events so often change and shape the course of man’s 
affairs, had protected the bank and its employees. 


For many years, Bankers’ Blanket Bonds have been avail- 
able from the Maryland. Covering burglary, theft, hold-up, 
misplacement, in addition to honesty of all employees, their 


cost 1s surprisingly reasonable for the security and peace of 
mind they bring. 

In a world of risk, the Maryland offers you this and many 
other safeguards. There is scarcely an industrial or commer- 
cial activity beyond the protection of the Maryland through 
its more than sixty bonding and casualty insurance under- 
writings. On its books will be found many of the country’s 
leading corporations as well as millions of homeowners, busi- 
ness executives and public officials. 

No matter where you live, full Maryland service is avail- 


able through 10,000 agents .. . in every state of the Union, 
in Alaska, Canada, Cuba, Puerto Rico, Canal Zone, Mexico 


and Hawaii. 


The Maryland writes more than 20 bonding lines, including... Fidelity... Bankers’ Blanket... Contract...Check Alteration and Forgery... Depository... Fraud... Public 
Official Bonds... Judicial. More than 40 types of Casualty Insurance, including... Aircraft... Engine... Automobile... Burglary... Boiler... Elevator... Accident and 
Health... Electrical Machinery... General Liability... Plate Glass...Sprinkler Leakage...Water Damage... Fly-Wheel... Workmen’s Compensation. 


MARYLAND Casualty COMPANY 


SILLIMAN EVANS, President 
June 1936 


BALTIMORE. MARYLAND 
7 
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Safety rests with every Millers 
National policy because each 
dollar of outstanding liability 
is backed by two and a quarter 
dollars of assets. FIFTY-FIVE 
PERCENT OF MILLERS NA- 
TIONAL’S ASSETS IS ACTUAL 
SURPLUS. In every way this old 
established fire insurance com- 
pany meets all requirements of 
a sound, well managed company. 


MILLERS NATIONAL 
INSURANCE COMPANY 


CHICAGO, ILL. 
Established 1865 
An excellent company—Ask your broker or agent 


Baltimore 
The City of Good Living 


““Nowhere in America, so far as I 
know, are the living conditions for 
every man, woman and child as com- 
fortable and inviting as they are in 
Baltimore.” 


This statement was made by the 
president of the company which, after 
careful study, selected Baltimore as 
the city in which to erect the largest 
sugar refinery on the Atlantic coast. 


MARYLAND 
TRUST COMPANY 
Backing the Business that Builds 
BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 
Insurance Corporation 
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municipalities improves and interest 
rates fall there is less and less need for 
the services of the P.W.A. in promoting 
really useful works. No other class of 
works should be undertaken. 

Perhaps, however, the P.W.A. can go 
on rendering a useful service by contin- 
uing as a stimulant on the one hand and 
a Clearinghouse on the other for public 
works projects which ought to be under- 
taken but which states and municipali- 
ties hesitate to start without the moral 
support of the authorities in Washington. 


Home Sewing 


One of the projects to be discussed at 
a conference of representatives of the 
cotton, wool, silk and rayon piece goods 
manufacturers in New York early in 
June is a compaign to encourage home 
sewing, in the hope that something can 
be done for piece goods along the line 
accomplished for the yarn trade by the 
current knitting fad. Homemade gar- 
ments are usually much cheaper than 
the store-bought variety, and to those 
women who are attracted by the idea of 
quantity rather than quality and who 
seek cheapness at all times the proposed 
campaign may make an appeal of some 
consequence. The fundamental idea of 
the projectors is to sell more piece goods 
and let the ladies do the rest. 


Driving to Music 


The fact that General Motors has en- 
tered the radio field by acquiring a 


CHANGE AT GENEVA 


Prime Minister Baldwin recently voiced 

the hope that the League of Nations 

could be reformed so that the United 

States, Japan and Germany could be 

induced to join—eventually making it 
a “universal league’’ 


Crosley plant suggests that next year’s 
automobile models to come out this Fall 
may be fully equipped for campaign 
oratory and the latest dance tunes, The 
prospect is rather important in a wa 
since the increasing disposition of motor 
car manufacturers to control the many. 
facture of accessories is bound to re. 
act sooner or later upon hundreds of 
concerns now carrying on independent 
industries, with whose business the 
new movement may involve drastic 
competition. 


An Electric World 


September, in Washington, will wit. 
ness a conference of 21 nations on elec. 
tric power and all its problems, not the 
least important factor in the meeting 
being that American capital and Ameri- 
can finance are interested in the electric 
power and equipment business in prac- 
tically all the countries. 


Railway Fares 


The latest word is that some of the 
railways will go into court in opposition 
to the requirement of the I.C.C. that 
passenger fares be reduced, but this will 
not interfere with the operation of the 
Commission’s order. Two cents a mile 
in coaches and three cents a mile in Pull- 
mans becomes the order of the day after 
June 1—the first general reduction in 
passenger fares in a quarter of a century 
or so. In this situation temporary ac- 
quiescence, at least, seems to be the bet- 
ter part of valor and, after all, the re- 
duction may pay. 


Resort Trade 


All vacation travel and resort authori- 
ties agree that this year’s record in their 
lines will top that of all recent years and 
will certainly approach and may exceed 
the banner years of 1928 and 1929. 
There is no doubt that people generally 
now have much more money to spend in 
this line than for several years past, and 
they are more willing to spend it since, 
apparently, they now know where more 
is coming from in the immediate 
future. 


Automobiles 


Current automobile sales continue to 
give promise of a 5,000,000-car year. 
When the veterans get their money the 
rate may be speeded up—at least there 
is every indication that the high rate of 
the season so far will be maintained. 
Earnings of the car and accessory con- 
cerns, increased demand for steel, cot- 
ton, rubber and other things which 
make up the trade, and wages of em- 
ployees of these producers, will go far to 
maintain a (CONTINUED ON PAGE 10) 


BANKING 


€ 
2 4 
= 
Ly 
GLOBE 
‘ 


“Rentals Were 
Raised 10%— 
And Occupancy 
Increased From 
65% to 93% 


Manager, City Bank Bldg., Shreveport 


Of course, demands for office space have been 
greater in Shreveport as has been the case in 
nearly every other important city. But Mr. C. B. 
Small, manager of the City Bank Building, says 
that less than half his recent increase in building 
revenue was due to that situation—that the 
majority of his new tenants moved in, and that 
old tenants renewed their leases at increased 
rentals, because they appreciated the added 
comfort provided by the new Kelvinator Air 
Conditioning system. 

That’s an important factor to remember when 
an air conditioning installation is under con- 
sideration. Intelligently applied—in offices, 
stores, and other commercial establishments — 
air conditioning has a definite value that can be 
measured in dollars and cents! 

Kelvinator engineers are equipped to forecast 
this value, accurately. With before-and-after 
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records from many installations to guide them, 
and with a survey procedure that is thorough 
and sound, Kelvinator engineers can measure 
the profit-value of any air-conditioning program 
that may be contemplated. 

Many bankers have told us that Kelvinator 
factual surveys are extremely helpful when a 
depositor or customer brings up the question 
of air conditioning. They can be arranged 
through any Kelvinator dealer, without charge 
or obligation. And this is well to remember — 
Kelvinator engineers are pledged to recom- 
mend no commercial air conditioning installa- 
tion unless the facts show that it will pay 
dividends to the owner. 

Kelvinator Corporation, 14250 Plymouth 
Road, Detroit, Michigan. Factories also in 
London, Ontario, and London, England. 
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The month of June suggests 
Conventions, Vacations, and 
Honeymoons — travel by 


land and sea; sightseeing 


and stop-overs. 


But why send your deposi- 
tors’ collection items on a 
holiday with side trips off the 
direct route and stop-overs 
in post office mail boxes? 


Business sent to us is for- 
warded by the shortest route 
to its place of payment with 
all avoidable delay eliminated 
through the continuous oper- 
ation of our 24-hour transit 
and collection departments. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 


Member of the Federal Deposit Insurance 
Corporation 


(CONTINUED FROM PAGE 8) 


high level of business activity during an 
otherwise dull Summer season. 


Cotton 


Experts in the cotton trade seem to 
be of the opinion that the Government 
will be able to dispose of at least 800,000 
bales of its 12-cent cotton under its plan 
to sell at 11.5 cents up toa million bales 
by the end of the current season in 
August. Up to May 10 farmers had 
asked for the release of 550,493 bales, 
and the tendency of the market was 
upward. Government experts think 
that they can closely approach the mil- 
lion-dollar limit. Even at best there will 
be in excess of 3,000,000 bales in the 
Government’s holdings to hang over the 
market next year. 


Silver 


If production so far this year can be 
taken as a proper measure, the total 
output of silver from American mines 
in 1936 will approach if not exceed 50,- 
000,000 ounces, as compared with ap- 
proximately 45,000,000 ounces last year 
and 23,000,000 in 1933. The premium 
the Government is now paying ranges 
around 75 per cent above world prices, 
an easy explanation of the increase in 
production, but to what end other than 
the subsidizing of a minor industry for 
political purposes no one seems to 
know. 


NATIONALISM 


Shortly after the coming of young King 
Farouk (below) to the Egyptian throne, 
the nationalist Wafd party returned to 
power, with the purpose of seeking com- 
plete independence from England and 
a treaty of alliance with her, a signifi- 
cant development in recent 
Mediterranean events 
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Furniture 

Spring orders for Summer and Fall 
delivery of furniture are 40 per cent 
above those of a year ago, and prices 
are expected to advance at least 10 per 
cent by August 1. A lot of money goes 
into furniture and it is always a con- 
siderable factor in current business 
activity. 
Rural Electrification 


Loans from the Government under its 
new 10-year rural electrification plans 
cannot exceed $50,000,000 during the 
next fiscal year, half of the funds to go 
for plants and lines and the other half to 
the equipment of homes and farm build- 
ings. The prospect is that, in spite of the 
rather liberal terms offered in the 
phrase “reasonably adequate security”, 
the actual use of Government credit will 
fall far short of that limit. The appropria- 
tions authorized for the nine subsequent 
years of the program are $40,000,000 
annually but it is reasonable to assume 
that if there is a real demand for more 
funds they will be forthcoming. 

The fact that the new legislation gives 
the Government authority to lend up to 
100 per cent of the total outlays may 
finally lead to unexpected developments. 
The financing will be done through the 


Bank of Canada Builds 


The Bank of Canada is soon to com- 
mence construction of its new home, 
and expects to be able two years from 
now to move in. It took upward of 20 
years for the Federal Reserve System 
todo the same thing, but the new struc- 
ture now going up in Washington will 
be one worth waiting for. 


Collections Survey 


Hereafter the Department of Com- 
merce in Washington will issue a monthly 
survey of sales and collections of manu- 
facturers in the United States, as a re- 
sult of the solicitation of the National 
Association of Credit Men. It is hoped 
by this new facility to save perhaps a 
quarter of the present annual billion- 
dollar debt loss—rather optimistic an- 
ticipation, of course, but not without 
some firm foundation. 


Tax Exemption 


It is announced officially from Wash- 
ington that the Government’s bill pro- 
Viding for the continuance of trading in 
unlisted securities on national exchanges 
will not alter the tax exemption features 
how enjoyed by Federal, state and 
municipal securities, nor will there be 
any substantial change in the control of 
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A miller, an oil refiner 
and a turkey grower agree 


A flour mill writes: “We consider our Long Distance 
telephone bill one of the best investments we make.” 
An oil company says: “One month’s telephone sales 
totaled $293,080, at a telephone selling cost of less 
than 4 of 1%.” A turkey growers’ organization reports 
a $300,000 sale to a large distributor, after two tele- 
phone talks. In countless ways, Bell System service 
contributes to the growth of American business. 


BELL TELEPHONE SYSTEM 


Massachusetts 


Lnvestors 
‘Lrust 


ESTABLISHED 1924 


PROSPECTUS ON REQUEST 


MASSACHUSETTS DISTRIBUTORS, INC. 
General Distributors 
85 DEVONSHIRE STREET, BOSTON 


NEW YORK CHICAGO LOS ANGELES 
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brokers and dealers exercised by the 
Securities and Exchange Commission. 
Nevertheless James M. Landis, head of 
the Commission, says that the real de- 
velopment of Government regulation of 
finance is only beginning and that his 
commission faces much ‘“‘stern work of 
continued building”. 


Gold 


Just when the Government will move 
its stock of approximately $6,000,000,- 
000 in gold to Fort Knox, Kentucky, is 
uncertain and the exact date will prob- 
ably not be made public. The plans are 
complete and they call for special trains, 
guards of Federal troops, secret service 
men, postoffice inspectors, plain clothes 
men and the like, and the expenditure of 
$1,429,240 to do the job. Six billion 
dollars represents approximately 5,000 
long tons, avoirdupois. Two modern 
freight trains could move the metal 
without much difficulty but gold cannot 
be handled like coal, and perhaps it is 
just as well that the arrangements in- 
clude an abundance of precaution. 


Reassuring Outlook 


Disturbances in the security markets 
such as have characterized the course of 
affairs during the past month naturally 
arouse apprehensions as to the future 
of industrial and commercial financing, 
but so long as such concerns as the 
Standard Oil of New Jersey and the 
Brooklyn Edison come forward with 
bond offerings of $85,000,000 and $55,- 
000,000, respectively, prospects can cer- 
tainly not be considered discouraging. 

Peoples Gas Light and Coke Com- 
pany of Chicago also comes along with 
a registration of a new $22,000,000 is- 
sue. An early Summer lull in new financ- 
ing may reasonably be anticipated, but 
the fundamentals of the bond situation 
from a borrowers’ standpoint continue 
quite as favorable as they have been. 


Wheat 


If the prosperity of American farmers 
during the current year depended upon 
their exports of wheat, as was once the 
case, they would be in a bad fix. Gov- 
ernment crop reports estimate this 
year’s production of Winter wheat at 
463,708,000 bushels, or 30,000,000 bush- 
els less than was the estimate made in 
April and only about 30,000,000 bush- 
els above last year’s short crop. If the 
Spring wheat crop produces 170,000,000 
bushels as it did in 1935, and there is 
little reason to anticipate a larger crop, 
the total production will be just about 
what this country will consume. 

Even if the Spring crop is somewhat 
larger than that of 1935, exports will be 
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AFTER THE LAST WAR 


Baron Aloisi (right) led the Italian delegation out of the League of Nations 

Council meeting on May 12 when it was found that the Council had decided not 

to abolish sanctions. On his Geneva representative’s information, Mussolini 
will shape his relations with the League 


small. This is a much better situation 
than that which has involved large im- 
ports of agricultural products since the 
drought of two years ago, but it repre- 
sents a vast change from the great ex- 
port years of the past and accounts for 
much of the increasing proportion of the 
nation’s imports to its exports. 


Coffee 


The Government of Brazil proposes 
to continue its policy of destroying the 
excess of the coffee production in that 
country. Planters must give up 22.5 per 
cent of the 1936-1937 crop for the pur- 
pose. Forty per cent of the crop was 
destroyed in 1933-1934 but the short 
crop in the following year made destruc- 
tion unnecessary. Next year’s crop is 
expected to be approximately 18,000,- 
000 bags and probably 4,000,000 bags 
will be burned. There is a catch in the 
economics of such a system, but prob- 
ably Brazil will not locate it until coffee 
production in other countries has be- 
come more dangerous to Brazilian 
producers than they now regard it. 


French Treaty 


The new reciprocal trade agreement 
between France and the United States 
goes into effect on June 15 and will con- 
tinue in effect until the middle of 1937, 
or just one year and two weeks provided 
either party to it is dissatisfied with 
results. It may be continued thereafter 
indefinitely if both are satisfied. It is 
the thirteenth treaty on the State De- 
partment’s list of accomplishments un- 
der the reciprocal trade act. 


Revenue 


Unless there is a decided slump in 
revenue collections during June, which 
is one of the things that is certainly not 
going to happen, the income of the Fed- 
eral Government for the current fiscal 
year will reach a little over $4,000,000- 
000, the figure above and below which 
its income moved within a narrow range 
previous to the business depression. Al- 
lowing for the disappearance of the proc- 
essing taxes the prospective total this 
year will be approximately $160,000,000 
above the presidential estimates of last 
January. 

From the Treasury standpoint this is 
encouraging but not enough to enable 
it to forego new taxes. 


Circulation 


Money in circulation continues to run 
about $400,000,000 higher than for the 
corresponding period of last year, for 
which fact no adequate explanation is 
forthcoming. It is known that European 
countries have been importing and con- 
tinue to take considerable quantities of 
American currency for hoarding put- 
poses, but no one is likely to suggest 
that they have been taking $400,000, 
000 for that purpose. Increased busi- 
ness turnover and restricted banking 
facilities in some districts offer some 
explanation. 


Furs 


The unusual strength of the fur mar- 
ket is ascribed to some extent to wild life 
conservation (CONTINUED ON PAGE 14) 
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the preparation of detailed 
TRUST REPORTS 


jem in detailed report form (such as 


those shown at right) are obtained with 
gratifying speed by the punched card method 
of accounting. 


The automatic action of International Electric 
Bookkeeping and Accounting Machines helps 
to eliminate costly delays and presents an 
up-to-the-minute picture of your business. 


This method includes the maintaining of any 
or all of the following basic records: Property 
Records, by Accounts and by Properties; 
Collection, Analysis, Investment, Income 
Cash, Principal Cash, Income Tax, and Court 
Accounting Records. 


Investigate the speed, simplicity and economy 
of this modern machine accounting method. 
Your nearest IBM office will give you com- 
plete information. Call them today. No 
obligation. 


INTERNATIONAL BUSINESS MACHINES 


General Offices 
270 Broadway, New York, N. Y. 
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Summer 
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programs in this and other countries 
Present indications are that next Au- 
tumn’s prices will range from 15 to 49 
per cent above those of a year ago, but 
this certainly would not be the case if jn. 
creasing earnings of purchasers of furs 
did not maintain a steady and increasing 
demand even at higher prices. Furs are 
another measure of prosperity or what 
passes for it. 


Attenuated 


Recent fluctuations in security, for- 
eign exchange and other great national] 
and international markets have been 
far too violent, in the absence of ade- 
quate causes, to be explained in any 
other way than recognition of very thin 
markets. This is especially the case jn 
foreign exchange. The comparatively 
low stage of stock speculation due to 
Government restrictions is another 
factor always to be considered. Specula- 
tion has many bad features, especially 
when it gets out of hand, but it had at 
least the good function of so padding 
the market as to cushion action and 
reaction. 


H.O.L.C. 


On June 13 the Home Owners’ Loan 
Corporation will go out of business as a 
lender on home mortgages and go more 
deeply into the business of getting its 
money back. On that date it is expected 
that its outstanding mortgage loans 
will be approximately $3,075,000,000 to 
1,015,000 home owners. Up to May 6 
the corporation had $3,021,115,525 in 
Government-guaranteed bonds out- 
standing, of which $67,608,950 were in 
its bond retirement fund. In addition to 
the refinancing of over a million home 
mortgages the corporation has paid 
states and municipalities well toward a 
quarter of a billion dollars in back 
taxes. 

While the power to refinance home 
mortgages, except to protect its own 
holdings, ends on June 13, its power 
to issue more Government-guaranteed 
bonds continues, and, since over $200,- 
000,000 of the $300,000,000 fund to buy 
into and support Federal savings and 
loan associations is yet available, more 
bonds may be issued for that purpose. 
For the first time since it was inaugu- 
rated the corporation will also pay its 
way this fiscal year. It is embarrassed 
somewhat by mounting real estate hold- 
ings for which it must provide reserves 
of some sort, but the proportion of de- 
linquencies to payments due is now 
steadily decreasing. Altogether, Mr. 
Fahey has occasion to feel some satis- 
faction as he turns from making loans 
to making collections. 
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Effective Aid in Improving 
Your Bank’s Bond Portfolio 


XPERIENCE shows that even the most carefully se- 
lected list of securities for a bank’s Bond Investment 
Account is affected by changing industrial and economic 
trends. Unless it is constantly and expertly supervised, 
losses may be sustained which all too frequently cannot 
be recovered. 


It is the function of FITCH SUPERVISORY SERVICE to 
provide bankers with investment management that has 
for its chief objectives the conservation of capital repre- 
sented by a bank’s security holdings and, wherever 
practicable, enhancement in the value of the bonds in- 
cluded in the portfolio. 


FITCH SUPERVISORY SERVICE is predicated upon the 
indisputable truth that intelligent supervision is the in- 
vestor’s greatest safeguard. It assures to every client the 
benefit of the research and specialized knowledge of men 
who are fully conversant with every phase of present-day 
investment. It is backed by an organization comprising 
statisticians and economists of demonstrated ability, in- 
cluding the internationally known consultant economist, 


Dr. H. Parker Willis. 


Upon request, we shall be glad to submit an analysis of your 
bank’s investment portfolio and recommend changes designed 
to improve your position. By taking advantage of this 
preliminary service, you will incur no obligation what- 
soever, and your list will be held in strict confidence. 


THE FITCH INVESTORS SERVICE 


ESTABLISHED 1913 


120 WALL STREET NEW YORK CITY 
OFFICES IN PRINCIPAL CITIES OF THE UNITED STATES AND CANADA 
ATLANTA BOSTON CHICAGO CINCINNATI DETROIT 
LOS ANGELES MINNEAPOLIS MONTREAL NASHVILLE PHILADELPHIA 
PITTSBURGH SAN FRANCISCO SEATTLE SYRACUSE 
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U. S. Government Securities 


Home Owners’ Loan Corporation Bonds 
Federal Farm Mortgage Corporation Bonds 
Federal Intermediate Credit Bank Debentures 
Federal Land Bank Bonds 


Municipal Bonds and Notes 


Bank and Bankers’ Acceptances 


Railroad Bonds 
Equipment Trust Certificates 
Public Utility and Industrial Bonds 


Canadian Government, Provincial 
and Municipal Bonds 


Foreign Government Securities 


Discount House 


SALOMON BROS. & HUTZLER 


Members of the New York Stock Exchange 
SIXTY WALL STREET 
NEW YORK 


Boston Philadelphia Chicago Cleveland Minneapolis 


Investments 


for Trust Funds 


The business of this firm consists primarily of supplying 
institutions with a comprehensive investment service in 
seasoned securities of the type legal for trust funds. 


Our long familiarity with the legal investment field, and 
our extensive Analytical Department equip us to render a 
valuable service to trust Investment Officers in connection 
with the purchase and sale of securities in either listed or 
unlisted markets. 


In the conduct of our business we endeavor to maintain 
toward our customers the same fiduciary attitude 
that characterizes the relationship of a trust 
company to its own clients. 


Inquiries invited 


Dick & Merle-Smith 


Members New York Stock Exchange 


30 Pine Street 30 State Street 
New York Boston 


Continuing the security business of Roosevert & Son founded 1797 


Financial Service 


for 


CUSTOMERS 


Today the Bank of Montreal 
is better equipped than ever 
before in the 118 years of its 
history to render prompt and 
efficient service in any phase 
of banking. The Bank pays 

articular attention to the 
of financial business 
in Canada for American banks, 

firms, corporations and 
individuals. 


BANK OF 
MONTREAL 


Established 1817 
TOTAL ASSETS IN EXCESS OF 
$750,000,000 
New York Agency: 64 Wall Street 


ALL-RISK 
AUTO 
POLICIES 


covering every hazard of present 
day driving. Complete protec- 
tion for responsible automobile 
owners who value financial se- 
curity and absolute freedom from 
loss in case of accident. Mutual- 
savings in premium costs go with 
this splendid policy. 


(Non-Assessable) 


HOME OFFICE 
WAUSAU, WISCONSIN 
Branch offices in the principal 


cities of the Middle West. Con- 
sult your Telephone Directory 
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Bank Service for the Smiths 


WENTY-FIVE years ago this country gave up its his- 
Bee: and unsuccessful effort to repress lending for con- 

sumptive purposes and turned to the development of 
specialized institutions for meeting the widespread demand 
for consumer credit. 

It was neither by chance nor by oversight that new insti- 
tutions rather than the existing commercial banks were 
relied upon for this service. Bankers were urged to liberalize 
their credit policies and students of the small loan problem 
explored the possibility of amending banking statutes to 
facilitate consumer loans. But commercial banks, particu- 
larly those in urban areas, were moving away from small 
loans as rapidly as possible without endangering the goodwill 
of depositors who had been given credit accommodations in 
the past. Comptrollers trained in the new cost accounting 
technique were demonstrating the unprofitableness of small 
loan accounts. Conservative tradition dictated that loans 
should be secured by collateral or backed by tangible assets 
and should provide the means of their repayment. Consumer 
credit contracts flouted these principles. 


CHANGES IN THE FLOW OF CREDIT 


A GREAT deal of water has gone under the bridge in the in- 
tervening years. The business of specialized consumer credit 
agencies grew rapidly. As their techniques improved and 
their charges were reduced, they attracted more substantial 
customers. The demand for commercial loans, on the other 
hand, contracted relative to the supply. The rate of indus- 
trial expansion declined; and the progressive consolidation 
of business enterprise created from many smaller enterprises, 
which relied upon bank credit, a few corporate giants whose 
long term financing was done through the investment market 
and whose short term financing was largely a matter of 
transferring treasury balances among constituent establish- 
ments. Banks were left with the alternative of investing a 
larger part of their funds in securities or of seeking new types 
of credit customers. 

Orthodox objections to consumer credit gave way before 
its indisputable practicability and the declining demand for 
commercial loans. Within 15 years after the first specialized 
institutions were established, a handful of commercial banks 
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had rediscovered the man-in-the-street as a market for bank 
credit. Now, ten years later, the discovery has become com- 
mon property and hundreds of banks have staked out or are 
preparing to stake out their claims in this new field. But in- 
stead of offering their customary terms to these new borrow- 
ers, they have copied and applied techniques developed by 
the specialized institutions. 

This development has raised new problems for bankers, for 
their competitors, and for those who influence or finally 
determine public policy in the small loan field. Bank direc- 
tors are naturally asking, “How would a personal loan de- 
partment affect our goodwill? What are the advantages or 
disadvantages from the standpoint of stockholders?” Com- 
petitors are asking, ‘“‘Is bank competition temporary or per- 
manent? How will it affect us?” Bank commissioners and 
legislative banking committees are asking, “Under what 
conditions should banks be permitted to increase their inter- 
est charges? How are the interests of depositors and commer- 
cial borrowers affected by personal loan departments? What 
protections are necessary for borrowers from such depart- 
ments?” 
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Non-Commercial Banking 


oe are five principal types of specialized consumer 
credit institutions: the pawnbroker, the licensed small 
loan company, the instalment finance company, the credit 
union and the industrial bank. Pawnbroking antedates the 
others by many centuries and it may be excluded from con- 
sideration here. The pawnbroker requires no note nor prom- 
ise to pay. In the final analysis, he is a merchant rather than 
a lender, buying personal property subject to a right of re- 
purchase for a higher price within a limited period of time. 
It is purely a matter of convenience and custom that his 
mark-up is expressed in terms of interest. 

The other institutions had their beginnings in several 
events which occurred in rapid succession about a quarter of 
a century ago. In 1909 the Massachusetts legislature, on the 
recommendation of Pierre Jay, then bank commissioner, 
enacted the first state law authorizing the incorporation and 
operation of credit unions. The following year, the Virginia 
Corporation Commission granted to Arthur J. Morris of 
Norfolk a charter for a “hybrid institution” which was later 
to become the first Morris Plan bank. 

In 1910, also, the Russell Sage Foundation established its 
Department of Remedial Loans to study money lending on 
salaries and chattel mortgages and to seek remedies for the 
anti-social characteristics of this business. The department’s 
first effort was to encourage the organization of semi- 
philanthropic companies for making loans on these securi- 
ties. Finding the development of these agencies tediously 
slow and relatively ineffective against the abusive practices 
of commercial lenders, the department undertook, as part of 
its program, to urge the enactment of regulatory statutes. 
In 1911 Massachusetts enacted a small loan law based upon 
the department’s recommendation. From this beginning 
came the licensed small loan company or personal finance 
company. 

The beginnings of the instalment finance company cannot 
be traced to an exact date. In his study of instalment selling, 
Professor Seligman gives 1905 as the date of the organization 
of the first business to finance retail receivables, but he 
points out that the characteristics of the modern instalment 
finance company did not evolve until several years later— 
probably not long after the time that credit unions and in- 
dustrial banks were getting their start. 

The only characteristics common to these four institutions 
are the following: (1) their funds are used principally to 
finance consumers, (2) their rates of charge exceed those al- 
lowed by the usury laws in most states, and (3) their con- 
tracts require repayment by instalments. With respect to 
technique, security, rates of charge, and legal authority for 
their operations, they differ materially. 

The instalment or sales finance company deals with mer- 
chants and other persons from whom it buys customers’ 
contracts arising out of credit sales secured, where possible, 
by conditional sales agreements or chattel mortgages. It 
supplies contract forms, and usually indicates in advance of 
the credit sale its willingness to buy the paper of specific 
customers. When the paper is purchased, the customer is 
notified that payments should be made to its office. The 
finance company operates to a considerable extent on funds 


18 


By ROLF NUGENT 


The author is director of the Department of 
Remedial Loans, Russell Sage Foundation, and 
author, with Louis N. Robinson, of Regulation 
of the Small Loan Business. 

In a second article appearing next month he 
will discuss personal loan policies from the 
standpoint of the bank director and the public, 


borrowed directly from banks or secured by selling short 
term notes to commercial paper brokers. 

Both the credit union and the industrial bank lend princi- 
pally on endorsed notes. The credit union applies the co- 
operative principle of the building and loan association to the 
personal loan field: it undertakes to accumulate the savings 
of a group of people for loans to members of the same group 
and every one who makes use of the credit union must bea 
member and a shareholder. The industrial bank, though 
commercial in form, has much the same aim. It undertakes 
to make loans to salaried people from funds supplied by the 
savings 6f this class. While the industrial bank offers its 
services to the whole community, the credit union is usually 
limited to groups of people closely associated by common 
interests. 

The small loan company’s usual security is a chattel 
mortgage on household furniture, but many loans are se- 
cured by automobiles or wage assignments, and many others 
are made without security. Unlike the other three institu- 
tions, the small loan company must depend largely on its 
own capital for its funds. It is prohibited from accepting 
savings and its receivables are unattractive as collateral for 
short term credits. 

The rates of charge of small loan companies, industrial 
banks and instalment finance companies reflect the quality 
of their security, the size of individual transactions and the 
availability of cheap money. The small loan company, which 
must accurately appraise personal qualities of the borrower 
to avoid loss, which must lend in small denominations, and 
which must earn an entrepreneur’s profit on the bulk of its 
funds, charges the highest rate. The industrial bank, which 
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by joining several persons in the responsibility for payment 
imitsits investigation to securing credit reports and verifying 
endorsements, and whose loans are in larger denominations, 
generally charges the next highest rate. The instalment 
finance company, which aims its investigations principally 
at the prevention of fraud and relies heavily for security 
on the resale value of the articles financed, and whose 
transactions are carried on in still larger units, charges gener- 
ally the lowest rate of the three. Credit union charges, which 
are the lowest of all, usually do not reflect costs of operation 
because of subsidies by members or others. In terms of com- 
parable annual interest rates on usual contracts, small loan 
company charges range from 28 to 42 per cent; industrial 
bank charges, from 13 to 30 per cent, depending upon the 
extent to which they approximate banking technique; and 
instalment finance company charges, from 12 to 20 per cent 
on new automobiles and refrigerators, with materially 
higher rates for used cars, radios and other types of mer- 
chandise. The credit union’s charge is usually 12 per cent a 
year. 

" Instalment finance companies, relying upon the legal fic- 
tion that their transactions involve the purchase of a chose- 
in-action and not a loan of money, have succeeded in avoid- 
ing the restrictions of the usury laws and, except for very 
recent enactments in several states, they are not subject to 
regulation. The other institutions, however, dealt directly 
with borrowers and faced the problem of obtaining specific 
statutory authorization for their charges. Since the Massa- 
chusetts enactment, credit union laws have been enacted in 
41 states and a Federal act permits the organization of credit 
unions in every state under Federal charter. The licensed 
small loan company depended for authority upon the enact- 
ment of the Uniform Small Loan Law. At present 25 states, 
including all the large industrial states except California and 
Texas, have statutes which closely resemble the standard 
law. 

The original purpose of the device developed by Mr. Mor- 
tis was to avoid the necessity of obtaining specific legislative 
authorization for industrial banking operations. Charges 
consisted of interest at the legal rate and an investigation 
fee, which were discounted. In an effort to avoid the claim 
that the interest rate was increased by instalment payments, 
these payments were applied toward the purchase of a non- 
interest-bearing certificate which, when fully paid, was can- 
celled against the borrower’s note. Fines were charged for 
delinquency in meeting these payments. In most jurisdic- 
tions, however, the courts objected to this device and it was 
necessary to secure special enabling legislation. Industrial 
banks operate under specific enabling acts in some states, 
under bank charters in others, and in a few states under 
business corporation charters. 

The year 1924 has generally been set as the date of or- 
ganization of the first personal loan department in a com- 
mercial bank. It now appears that several banks had or- 
ganized special departments for handling personal loans 
several years earlier. The Commercial Trust of New Britain, 
since liquidated, established a personal loan department in 
1919. Search for the pioneer bank, however, meets the prob- 
lem of defining a personal loan department. Many country 
banks throughout their history have made instalment loans 
to consumers at their usual rates; and many urban banks, 
particularly those which felt the competition of industrial 
banks, began long ago to arrange special terms to meet the 
needs of certain customers. By 1926, however, roughly a 
dozen banks, including the Hudson County National Bank 
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Outstanding Accounts of Consumer Credit Insti- 
tutions at the Close of Certain Years, 1915 to 1935 


(In millions of dollars) 


Instalment Small 
jinance loan 
Year companies companies unions 
1915 20.0 
1920 600.0 
1925 1,350.0 
1930 =: 1,200.0 
1935 1,250.0 


Personal 
Credit Industrial loan 
banks departments 


The total business of personal loan departments is still 
relatively small as compared with that of several other types 
of specialized agencies. On the other hand, their more rapid 
rate of growth during the last few years indicates that they 
will handle an increased proportion of the total business in 
the future. How far is the movement likely to go, and to 
what extent will banks replace the specialized agencies? An 
answer requires a more detailed examination of the eco- 
nomic forces at work and of the experience of individual 
personal loan departments. 


in Jersey City, the West Jersey Trust Company in Camden, 
the Amalgamated Bank in New York, the Louisville Trust 
Company, the Industrial Trust Company in Wilmington, 
the Bristol Bank and Trust Company, the Commercial 
Trust Company of New Britain and the Waterbury Trust 
Company, in Connecticut, were each handling a large vol- 
ume of personal loans repaid by instalments through a spe- 
cial department whose operations were segregated from 
other transactions of the bank. 

Relatively few additional personal loan departments were 
organized until 1928. In this year, following a campaign 
against loan sharks by the attorney general of New York 
State, the National City Bank organized its personal loan 
department. Against the background of the revelations of 
the campaign, the entry of the then largest bank in the world 
into the small loan business made excellent news, and the 
bank’s announcement was given prominent space in news 
columns throughout the country. This publicity stimulated 
nationwide interest by bankers and at least a hundred per- 
sonal loan departments were organized during the next two 
years. Deepening depression brought a hiatus in this rapid 


4.5 
52.0 
120.0 1.0 
160.0 25.0 
140.0 40.0 
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PER CENT 


The chart above shows the change in the proportion of earning assets 
invested in loans and securities at the close of each year from 1914 to 
1935 for member banks in the Federal Reserve System. Because they 
include loans against securities which probably increased throughout 
this period, the figures for total loans mask a more pronounced decline 
in commercial loans. Unfortunately, detailed figures are available only 
after 1928. These indicate the very rapid decrease in the ratio of “other 
loans to customers” and ‘“‘acceptances and commercial paper”’ to total 
loans and investments. 


Earning assets 1928 1930 1931 1932 1933 1934 1935 


U. S. Government 
obligations 


42. 17.9 
Other securities 20. 
9. 
7 


1 

1 20.1 
4 10.2 
6 23.0 


24.2 38. 
21.2 18. 
10.6 . 8. 
19.3 14. 


Real estate loans ; 
Loans on securities 
Other loans and 
acceptances 0.9 
Total loans and invest- 
ments (excluding loans 
to banks) 


28.4 23.9 ‘ 18. 


100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


It seems highly probable that the need for finding new credit cus- 
tomers will outlast present conditions in the money market. 


development. During 1931, 1932 and the early part of 1933, 
only a few additional departments were established and some 
earlier ones were abandoned. The bank crisis in the Spring 
of 1933 closed a number of banks which were operating per- 
sonal loan departments. It seems probable that the number 
of personal loan departments in the Summer of 1933 was 30 
per cent less than at the close of 1931. Toward the end of 
1933, however, there was a revival of interest in the subject 
and from that time on new departments have been organized 
with increasing rapidity. 

The greatest stimulation came in 1934, when the Federal 
Housing Administration instituted its scheme for insuring 
loans for home repairs and equipment installations. A large 
number of banks were induced to make instalment loans 
through this device and, having established an organization 
and special routine for handling them, they found it con- 
venient to use these same facilities for making other types of 
instalment loans. At the same time, the pressure of cheap 
and plentiful money exerted by central bank and Treasury 
operations sent banks in search of new credit customers, and 
personal loans appeared to be a satisfactory outlet. A no- 
table recent source of encouragement for personal loan de- 
partments has been insurance companies which urged auto- 
mobile financing by banks in the hope of attracting business 
away from the controlled insurance subsidiaries of the in- 
stalment finance companies. 

The technique of personal loan departments varied con- 
siderably between banks. Several of the pioneer depart- 
ments, relying upon the slight penalties imposed upon bank- 
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ing institutions for infractions of the usury laws, applied 
payments directly to the principal amount of the loan, 
Most banks, however, followed industrial banking tech. 
nique, discounting notes in advance and requiring that pay- 
ments be made to a deposit account divorced, in name if not 
in fact, from the loan account. Whether or not this device jg 
effective as a means of avoiding defenses of usury has not 
been adequately tested in the courts. In one city, persona] 
loan departments have attempted to perfect the separation 
of the savings account from the loan by permitting deposits 
to be made in any bank. Where specific industrial banking 
acts exist, national banks have relied for further protection 
upon their right to compete on an equal basis with state 
banks. Most banks use endorsed notes as their principal se 
curity, but there has been a recent tendency to experiment 
with single-name paper when loans are secured by automo- 
biles or are made to persons holding substantial positions, 
Recent innovations in personal loan department technique 
have been the automobile letter of credit issued by a west- 
coast bank and the financing of department store accounts 
by a bank in Denver. 

It has been said frequently that the recent widespread 
interest of commercial banks in the small borrower is due 
entirely to the present state of the money market and that 
this interest may be expected to decline with a reduction in 
excess reserves. There can be little doubt that the present 
low interest rates and the difficulties of finding markets for 
funds even at these rates have exerted an important influ- 
ence, and that part of this pressure will be relieved sooner or 
later by an increase in the demand for commercial loans. 
But one cannot examine long term trends of bank statistics 
without concluding that the decline in the demand for com- 
mercial loans is secular as well as cyclical. The depression 
has merely speeded up a trend which has been in progress for 
many years—perhaps for many generations. 

The experience of individual personal loan departments 
has not been uniformly favorable. In May of this year an 
attempt was made to analyze the experience of 147 banks 
which were reported to have established personal loan de- 
partments before 1930. Information was already available 
indicating that 33 of these departments were still operating 
and a questionnaire was sent to the remaining 114. Replies 
received from 77 banks indicated that 35 had been liquidated 
and eight had not carried through their plan to organize a 
department. Nine abandoned their personal loan depart- 
ments, but two of these were (CONTINUED ON PAGE 74) 
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Small Estates 


coach institutions, alert to their social responsibilities 
and opportunities, have been giving serious attention for 
some time to the problems involved in rendering adequate 
trust service to the person of modest or moderate means. 

“Small estate” is, of course, a relative term; a fortune 
that is regarded as small in one community would be con- 
sidered comfortable in another. Let us say, however, that 
the definition embraces estates up to $50,000. 

Asa matter of fact, figures of the Comptroller of the Cur- 
rency show that the average volume of assets in each trust 
administered by national banks in cities of 100,000 to 
250,000 population was less than $50,000 during the fiscal 
year ended June 30, 1934. The actual mean was $48,552. 
In smaller places the average was substantially less, dwin- 
dling to $6,179 for communities of 1,000 to 2,500 people. 
Although these figures do not include state banks and trust 
companies, they are probably representative. Also, it is un- 
likely that they have changed appreciably in the past two 
years. 

Unfortunately, trust institutions in this country are now 
confronted with the fact that the administration of small 
trusts is unprofitable to trust departments and frequently 
disadvantageous to beneficiaries, because of the limited 
investment and diversification opportunities inherent in 
investing small sums. 

Yet, as President Fleming of the American Bankers As- 
sociation pointed out at the Mid-Winter Conference of the 
Trust Division last February, “trust men realize that the 
social need for trust service requires that special attention 
be paid to the profitable and economic administration of 
small trusts—trusts, say, of $20,000 and under.” 

What can be done for these estates? Many trust men are 
convinced that an excellent way to reduce our own costs 
and to improve the investment position of the small trust 
is to establish common trust funds. A number of corporate 
trustees are now operating them with satisfactory results. 

The common trust fund is an investment fund built up by 
acorporate trust institution by combining funds belonging to 
various trust accounts in one common fund for the purchase 
of securities in which each trust will have an interest pro- 
portionate to the amount of its investment. The small trust 
thus has the benefits that accrue from diversification, spread 
of risk, and stabilization of income. A small fund can be 
invested as advantageously as a large one, and with less 
expense than now exists. 

The activities of the Trust Division of the American 
Bankers Association on behalf of this movement now have 
the endorsement of the Association itself. At the recent 
Spring Meeting of the Executive Council a resolution was 
passed approving the Division’s efforts to “develop a plan 
for the sound investment of trusts by means of common 
trust funds in a form which will meet the requirements of 
the Board of Governors of the Federal Reserve System and 
other supervisory authorities.” 

One difficulty in furthering the common trust fund idea 
has been the tax situation. It has been held that under the 
existing revenue act such a fund was taxable as an associa- 
tion, which means that the income is first taxed at the 
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corporation rate, and then the participant must pay the 
regular individual income tax on what is left of his share. 

The Committee on Common Trusts of the Trust Division 
concerned itself with efforts to change the law so that com- 
mon trust funds would be relieved of the corporation or 
association income tax, making the participants taxable 
as other trusts are taxed, and to remove other difficulties in 
the law. The Committee also suggested, it should be pointed 
out, that the exemption from the corporation or associa- 
tion income levy should apply only to common trust funds 
operated under governmental rules and regulations by a 
bank or trust company. These funds, in other words, are not 
to be availed of except under well established conditions. 

At the same time, the Division’s Committee has been 
conferring with the Board of Governors of the Federal 
Reserve System relative to a possible broadening of existing 
regulations. Speaking in connection with this aspect of the 
problem, Walter Wyatt, the Board’s general counsel, said 
last February: “I am sure that the Board will be glad to 
give open minded consideration to any recommendation 
which the American Bankers Association feels justified in 
making as a result of the study being made by your Com- 
mittee.” 

Corporate trustees fully realize the public demand for 
small trust service. Trust institutions are constantly asked 
to provide it, in many cases for assets of not more than 
$10,000. These people need the diversification of investment 
and continuity of income that can be afforded only through 
the large fund; as a rule, they need this protection more 
than do persons of greater wealth. 

Thus the common trust plan has social aspects of the 
utmost importance. It is emphatically not a movement to 
enable corporate trustees to make greater profits. It is to 
give these small trusts a much improved investment situa- 
tion and to permit it to be done without an actual out-of- 
pocket loss by the trustee. 
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Modern Housing 


| the first 18 months of its operations under the insured 
modernization and repair loan provisions of the Federal 
Housing Act, the National City Bank of New York advanced 
loans of this class to 56,459 persons, to a total of more than 
$23,000,000. In approximately the same period, the Bank 
of America in California, and its branches, made similar 
advances to 75,678 persons, to a total of $24,686,000. Ap- 
parently these two institutions have the outstanding records 
of achievement under the Act of Congress designed to stimu- 
late home repair and modernization, although other large 
banks in various parts of the country also have shown im- 
pressive results of the campaign they have carried on under 
the supervision and aid of the Government. 

Aside from the impressive volume of the loans, however, 
there are several features of the business they have done 
which merit special consideration by banks generally. One of 
these, as set forth particularly in a statement of the New 
York institution, is that the greater part of the credit ex- 
tended was for household equipment rather than for building 
repairs. The other feature is a complement of the first and is 
indicated by the announced intention of the California in- 
stitution to extend the system of amortized small loans 
placed under the Housing Act to the financing of instalment 
purchases of all sorts of household appliances under a similar 
system without Government cooperation. 


SOME LOAN DETAILS 


REASON for the new policy of the California bank is 
found in the detailed statement of the New York institution. 
Of the 56,459 loans placed, 29,422 or 52 per cent were for 
refrigerators—in other words, removable equipment not 
tied to the real estate. Heating equipment accounted for 
12,305 loans and plumbing for 10,797, these three classifica- 
tions accounting for 93 per cent of all loans written under 
Title I of the Housing Act. The loans averaged $409 each, 
to run for an average of 29 months, and 63 per cent of the 
borrowers were only lessors or renters of the property in- 
volved, 20 per cent being clerical employees, 19 per cent 
business men, approximately the same proportion skilled 
mechanics and the rest widely scattered among salesmen, 
public employees, laborers and professional men. 

In other words, there is presented a rather perfect picture 
of a highly profitable business. It is upon this basis that the 
California institution, facing the realities of demand from 
the public and recognizing an opportunity, has arranged 
with household appliance dealers within its territory to 
permit retail buyers to finance their purchases of all sorts of 
household equipment by monthly payments. It proposes to 
continue on its own responsibility, and without Government 
aid or support, a system of lending which experience has 
demonstrated to have important possibilities. 

There is no longer much question that a majority of the 
banks of the country will continue their amortized small 
loan financing in some form more or less similar to that set 
up under the Housing Act after the latter has terminated. 
With most of them the only question is as to exactly what 
limits they will place upon this class of business and how it 
will be conducted. For many reasons the exact line of de- 
marcation between this special class of loans and other loans 


22 


By GEORGE E. ANDERSON 


is not easily drawn. The loans are small, 74 per cent of those 
insured by the Housing Administration in 1935 being for 
$400 or less and 41 per cent for $200 or less. The average for 
all loans for the year was $345, and it had fallen to $297 in 
loans placed in the last month of the year. 

In size, accordingly, many of the loans are well within 
the limit of those placed by personal finance companies 
operating under the uniform small loan act adopted in many 
of the states. They differ from the latter, however, in several 
essential respects. They are for a different purpose, in that 
they represent the financing of purchases rather than loans 
to meet emergencies. More importantly, they have a differ. 
ent relationship to the general business of a community. 

It is largely in the public interest that banks which have 
developed a considerable volume of business under the 
Housing Act will not abandon this field at the expiration of 
the insurance feature under which the business has been 
inaugurated. True, they have found the business profitable 
in itself and have also found that the cooperation with 
manufacturers, contractors, merchants and others it in- 
volves reacts favorably upon their business in other lines, 
Among other benefits to the banks is the fact that the 
service given also has rendered an increased proportion of 
their communities bank conscious, establishing and cement- 
ing new relationships which in the course of time will re- 
dound greatly to the advantage of the banks and their new 
patrons. Where banks have already established the ma- 
chinery for handling this class of business in connection with 
the Government’s campaign they have every inducement to 
continue its operation. Experience has demonstrated that 
losses are negligible, while the interest returns are good. 
The insurance of such loans afforded by the Government has 
been a cushion upon which banks have been able to fall back 
in case of necessity, but as a matter of fact it has been seldom 
used and then only in small amounts. Banks have learned 
how to place such loans intelligently, and when loans are 
properly made collection becomes more or less automatic. 
Reasons why the California banking concern is extending its 
service in this line are evident. 
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Instalment Saving 


sale of a manufactured product is a new package. 

Outwardly, only, is there any change. Yet old patron- 
age is stimulated, and not lost, while new customers are won 
by the glamour of a new cover. Also the manufacturer bene- 
fits because the new dress spurs his salesmen to new aggres- 
siveness. 

Possibly the present is a good time for banks, too, to 
wrap their goods in a new package. The savings account, as 
an example, might profit through a fresh presentation of its 
merits. 

After the stress of recent years there is need to popularize 
the individual savings account, particularly among those 15 
millions who have come into the years of wage earning since 
1930. Few of this younger generation have ever had a surplus 
income until this year. They have, for that reason, never 
been potential depositors at the savings window. 

Yet, under the double pressure of salesmen and their own 
natural desires, these same youngsters feel, each week, the 
lure to buy something “‘on time”’. If they yield to this temp- 
tation, the ensuing obligation absorbs their surplus income. 
None remains over for the savings account. In many in- 
stances, the instalment has become the foe of a savings ac- 
count, as, indeed, one large bank in New York State recently 
discovered. Its officers inform me that a survey, since the 
beginning of 1936, proves that, to them at least, there is a 
real threat to the savings department, for, of some 4,000 
wage earners interviewed in their community, 69 per cent of 
those earning from $25 to $100 a week were, at the time of 
the interview, under obligation to meet instalments for 
goods other than payments for a home. Not quite 8 per cent 
possessed a savings deposit, either with a bank or the post- 
office, and only 3.2 per cent had a balance of $100 or more. 


()< of the most successful devices for increasing the 


A ST. LOUIS PLAN 


FROM St. Louis comes one plan to combine a solution of 
these two problems of a bank: popularize the savings ac- 
count and meet the lure of instalment buying. 

Under this plan, known locally as “saver’s reserve sys- 
tem,” a person with a savings account will offer his merchant, 
for a radio or automobile or refrigerator, a “deferred with- 
drawal order” against the savings account payable, say, six 
months in the future. Then, instead of making weekly or 
monthly instalment payments to the merchant, the pur- 
chaser makes corresponding deposits in his savings account. 
By the end of the agreed period enough has been paid into 
the account to discharge the “deferred withdrawal order” 
and yet leave the original balance somewhat larger than in 
the first place. The savings book is, as one can see, merely 
used as collateral by a modified arrangement until the 
payment is completed. 

The merchant takes the “deferred withdrawal order’’ to 
the bank, where the “certificate” portion is stamped and 
signed. This becomes in effect a cashier’s check or certificate 
of deposit—due at a future date. The bank, when issuing it, 
makes a red ink or “escrow” debit to the savings account so 
that no loss to the bank is possible, even should the depositor 
fail to maintain the agreed schedule of deposits. For, under 
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the plan, the savings account should have a balance, at the 
time of writing the “deferred withdrawal order”, at least 
as large as the face of the order. So far as the bank is con- 
cerned the new procedure is an alternative to immediate 
withdrawal of the whole sum in order to make payment to 
the merchant. It breaks up, as well, the custom of heavy 
savings withdrawals at the date of interest credit. With this 
alternative plan, however, an additional share of the saver’s 
income automatically passes through the bank. The volume 
of deposits is increased, without the solicitation of a new 
account, and, presumably, the bank’s earnings are aug- 
mented. 

A secondary result is that depositors are encouraged 
to build up reserves, through the savings account, for credit 
purposes. 


SAVINGS ACCOUNTS IN A NEW LIGHT 


THIS use of the savings account for credit without a with- 
drawal from the balance is a gain because it throws off a 
restriction that has been a drawback to savings accounts 
from their inception. 

The “new package”’ will get away from the drab sameness 
of savings accounts. The subject can be made more interest- 
ing and colorful, either in the bank’s solicitation for new 
accounts or in its advertisements. 

To the depositor is presented the possibility of “earning 
interest on your spendings”’, as contrasted with the burden of 
a financing charge for the ordinary instalment privilege plus 
the payment of interest on the deferred balance. In other 
words, under this plan, the original balance remains in the 
savings account at interest and some additional interest will 
be earned on the instalment deposits, it being the idea that 
in case the merchant holding the deferred order wishes to 
realize on it before maturity he will borrow. Any interest 
paid will come from him, but the cost will be slight in return 
for absolute certainty of payment without loss and without 
collection expense of any sort. 
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The Small Customer’s 


Large Importance 


HE mechanics, interest rates, and service charges in the 
eet of personal loans, whether in a personal loan 

type of bank or a department of a commercial institu- 
tion, are but a small part of the essential foundation of this 
service. The philosophy behind the making of personal 
loans is the all-important factor in determining the success 
or failure of either a department or a whole bank devoted to 
serving individual customers in their individual needs. 

If this fundamental is first taken care of properly, then any 
qualified accountant can set up adequate bookkeeping 
records, which are available for the asking. Interest rates and 
service charges can be properly determined by the degree of 
service rendered, risks assumed and size of loans. 

That any junior or senior executive can read a magazine 
article or a book, or visit a personal loan department of a 
bank, and then successfully imitate that activity mechan- 
ically is perhaps possible. But that there should be any 
service, any growth, any profit, any progress in such a 
program is not possible unless the bank itself as a whole has 
adopted the attitude toward this service that is necessary 
in the eventual successful customer relationship between 
the individual and his bank. 

So much is being said in bank gatherings—local, regional 
and national—about the availability of billions in personal 
loans and time financing that it would appear that at an 
early date most commercial banks may be engaged in han- 
dling the personal finances of millions of individuals. This 
would in time, no doubt, lead to interesting developments in 
consumer financing, and the shifting of time and charge 
accounts from the books of merchants, dealers, hospitals, 
doctors, book publishers and equipment purveyors, as well 
as automobile agencies and finance companies. But, if 
banking today feels that one of its major problems is cus- 
tomer relationship, it is preparing to pull down, with Sam- 
sonian blindness, the pillars of the temple upon its head, 
unless it alters its attitude toward the personal loan business 
from that expressed to date in the majority of cases where 
personal loans have been instituted. 

The personal loan banks, such as the Morris Plan, have 
nothing to fear from intelligent, informed competition. This 
type of competitor will not cut the rates below the cost of 
the money, plus the cost of rendering the service necessary 
in extending retail credit. Proper accounting records will be 
developed to relate the time required to make a $50 loan 
with two co-makers to the time it takes to make a thousand 
dollar loan on stock exchange collateral. This will show that 
the rent of the $50 or of $1,000 in money is a small part of 
the costs involved. These records will show that a senior 
executive at a high salary can not stop to make a $100 loan 
without using up more bank wage costs than the loan itself 
can probably gross as a whole. 

The resulting interest and service charges will relate to 
the size of the loan, the security offered and the risks under- 
written. There will perhaps then be no such astounding serv- 
ice offered as a flat charge of $5 or $1 or $3 or x dollars, 
whether the loan is for $50 or $5,000 with a fixed rate of 6 
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President of the Morris Plan 
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per cent for ten months or 3 per cent for 12 months— 
whether the security consists of several personal endorse. 
ments, Government bonds, an automobile, or a merchant’s 
guarantee. 

Recently a large national bank, without notice to any one 
plunged into the purchase of automobile dealer paper at 6 
per cent per annum discount, but returned to the dealer a 
3 per cent reserve. This left the bank 3 per cent to cover the 
cost of money, the cost of personnel, stationery, rental of 
space, collection service and losses. On being questioned, the 
bank replied that it had a superabundance of demand de- 
posits that cost nothing; that this was the activity of a de- 
partment run by a junior up on the second floor, and that it 
kept many otherwise partly idle people fairly busy. That it 
almost wrecked the whole automobile financing setup in 
every other bank or finance company in town seemed of 
casual moment to the bank in question. Yet when it was 
proposed by another bank, with full advance advice to all 
concerned, to change personal checking account service 
charges to a more liberal basis, this bank brought out years 
of records of costs, loss and the futility of seeking to serve 
the public on any such terms as those proposed. 

The point is that the commercial bank, where it knows 
from experience what costs are, proceeds most cautiously, 
but, where it learns of costs from books and articles, plunges 
in with a blind optimism that the results as a whole must 
bring a profit. 

However, no matter how cautiously or intelligently it may 
proceed to set up proper charges that will serve the indi- 
vidual’s interest, the acid test of the success to be made 
from a personal loan venture, whether it be as a whole bank 
or as a department, depends upon the philosophy of the 
approach. 

The individual is, after all, a human being with a sense of 
dignity, of pride, of a degree of importance and a recognition 
that, no matter where he goes in the business world seeking 
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to be served, he is a customer and the customer after all is 
of supreme importance. 

To what extent, then, does the bank contemplating a 
personal loan setup give consideration to these conditions? 
Replying to a query as to how his personal loan department 
was progressing, a very able vice-president in a very fine 
bank said: ““Oh, they know where our second floor is, all 
right, when they need money.” 

Perhaps “they” did—the rabble, the necessitous bor- 
rower in need of a remedial loan, the man who couldn’t rate 
an interview on the main floor at a desk on the platform. 
Rather he climbed the back stairs and put his pitiful needs 
toa junior who mechanically gave him a form to fill out, to 
be charged a fixed rate, regardless of size, merit or risks 
involved. 

If a commercial bank—in fact, if a personal loan bank— 
determines to set out to make loans to individuals, it must 
lay down some principles first and practices later. Such a 
bank must resolve first that it will set up the proposed effort 
with a view to rendering the greatest possible service in the 
top spirit of sympathetic approach to the problems of men 
and women of high and low estate. It must face the fact that 
the usual individual may be expert in the work at which he 
labors for a living, but that as far as his own financial affairs 
are concerned he is rather at sea. It must arrange that the 
men who are to meet this new public—these individuals who 
are seeking not only financial aid but guidance and counsel— 
must have patience to hear their confused problems, must 
have experience enough to be able to take them apart and 
reset them as a jumbled jig-saw puzzle may be rearranged to 
make an intelligible picture. These new customers who come 
into a cold, forbidding atmosphere and are met by a sour 
countenance, reflecting the air of a pained puritan on hearing 
that one has debts beyond cash in bank, had better have 
been left unattended than to be thenceforth convinced that 
a bank is a vault of chilling atmosphere, inhabited by blood- 
less spirits whose hearts have acquired the texture of the 
marble walls—and whose perception has become dulled to 
the realization that but for the grace of God the positions 
could easily be reversed. 

It must be apparent that only the necessitous, only the 
group one jump ahead of the sheriff, will dare this gamut of 
disapproval. It must follow that a bank setting out in such 
spirit will find a limited field and soon abandon a personal 
loan effort as being a snare and a delusion that grows to a 
point and ceases to expand when all the remedial borrowers 
have been served or severed. 
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A letter written by Thomas 
Jefferson from the White House, 
in which he says: “If my note 
for 558D 14 payable the 15th of 
Dec. is still in your own hands, I 
should be very glad if it could be 
either postponed awhile or paid 
by monthly portions, as I find I 
shall be very hard pushed, dur- 
ing the next month. If however 
it is gone out of your hands I 
shall endeavor to make provision 
for it if possible.”’ Reproductions 
of this letter were distributed 
recently by The Morris Plan 
Bank of Virginia 


But the bank that selects a group of men whose experience 
has led them through the problems that touch the lives of 
individuals and puts these men in substantial quarters, 
dignifying the department or institution in keeping with the 
standing of corporation executives, professional men and 
women, white collar groups, teachers and housewives—that 
bank takes the first essential step toward success in personal 
financing service. 

Next, such a bank recognizes that only the needy or the 
brazen will knock at a bank’s front door with his private 
problems in hand, unless he or she has been cordially urged 
to do so in a specific and not a general way. The invitation 
must be repeated to indicate that the individual addressed 
is particularly welcome and that the problems which may 
face him are those to which bank service can be construc- 
tively applied. 

Herein lies the secret of a personal loan venture: the use of 
the word “constructive”. There aren’t enough remedial 
loans available in any one community of usual size, whether 
it be a separate town or a section of a larger city, to main- 
tain more than a single small loan unit. But once the bank 
opens up the avenues of constructive financing that enable 
the individual to forward his interests through bank credit, 
then the personal loan field widens to attractive possibilities. 
Constructive loans, constructive bank service, constructive 
assistance to the individual—therein lies a great chance for 
banks to gain from the public a respect, an appreciation, a 
sympathy heretofore unknown. 
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But how can a constructive program be reflected from a 
second floor loan office or a basement reference room for the 
indigent? How can senior clerks and junior executives con- 
ceive constructive bank services? With what authority can 
they select groups of people to invite into the bank with 
assurance that they will be served on arrival? 

The successful personal loan banks and departments have 
caught a vision of the dignity with which the individual is 
inherently invested. They have fully comprehended his 
inborn timidity to bare his personal financial problems to a 
stranger, or to express his intimate desires to some ancient 
blue-nosed ascetic or some young inexperienced boy-banker. 
They have realized that bank service for the individual is a 
new product as much as was a mechanical refrigerator ten 
years ago, and that the new product must be as aggressively 
merchandised, advertised, promoted and sold as any other 
new untried item on the market. They know that the execu- 
tive and professional groups are not interested in remedial 
loans but that they, along with the vast multitude of home 
owners and householders, are eager to push forward along 
sound lines of financial progress. They have long since recog- 
nized that the magic formula of monthly amortization, multi- 
plied by units of time, has placed homes, cars, refrigerators, 
education, radio, travel, stocks and bonds within the reach 
of millions whose imagination could never be stimulated by 
the slow process of self-denial today for tomorrow’s blessing 
from accumulated savings, but whose happy attainment of a 
present asset or current enjoyable acquisition makes a will- 
ing amortizer out of a reluctant saver. 


A LOAN CAN BE TOO SMALL 


THESE successful bankers to the individual have con- 
stantly sought to remove red tape and resistance barriers by 
accepting honesty and earning power as a primary basis of 
credit, supplementing the security only to the extent each 
case might warrant. They have also functioned on the 
principle that lending an individual too little money may 
destroy him, whereas a larger loan may be the essential to 
his financial salvation, whether in the constructive or 
remedial group. This attitude has done more to ingratiate 
personal loan banking in the eyes of the public than any 
other. Measure the difference in reaction to the question, 
“Have we lent you enough?”, compared to the suggestion, 
“Perhaps we have lent you too much.” 

A borrower recently came into a personal loan bank seek- 
ing $300 to be repaid in 12 months with monthly savings 
deposits of $25. Tactful questioning brought out the facts 
that the applicant had fallen behind in his bills to this ex- 
tent: that he owed $240 on a car, $50 on a refrigerator, and 
was paying $40 monthly on one and $10 on the other. The 
new loan would have made a total of $75 monthly remit- 
tances, whereas at $50 a month he was already falling be- 
hind. The loan officer refused to make the loan for $300 on 
the grounds that such a loan would destroy the applicant, 
but offered to lend him $560 to pay up all his indebtedness 
on bills, car and refrigerator, and allow him 14 months in 
which to liquidate the debt at $40 a month—or $10 a month 
less than he had been paying already. Needless to say, the 
customer was rather shocked to find a banker willing to 
analyze his problem in the first place and then actually 
lend him more money than he had sought to borrow. 

The illustration is significant only in presenting the bank’s 
attitude. 

These remarks are set forth with no intent to discourage 
the entrance of new banks into this field or the establishment 
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of such departments in commercial banks. They are rather 
intended to point out that those in this specialized field of 
banking are aware of its large potentialities when conducted 
along the broad lines that give full attention to the dignity 
of the individual and wherein the quality of actual service 
rendered is a greater factor than cut rates; and further to cite 
the fact that ill-advised, ill-equipped and ill-manned experi- 
ments, which have either failed or have been fruitless, are in 
no sense to be taken as a reflection upon the possibilities 
inherent in the service. 

One can lay down with a definite degree of authority the 
fact that the bank that underrates the sensibilities and per- 
ceptions of the individual seeking financial service will find 
itself patronized primarily by persons needing remedial 
assistance. 


A CHANCE FOR PUBLIC SERVICE 


ON the other hand, with the authority derived from ex- 
perience and observation covering a reasonably long period 
of years, including normalcy, prosperity, depression and the 
apparent approach of normalcy once more, the statement 
can be made that for those of broad vision who perceive in 
the individual the high dignity of a human being, the nobil- 
ity that arises from inherent honesty and sincerity of pur- 
pose, whether it be on the part of the humblest worker, the 
highest professional group, the ablest executives, the most 
devoted public servants, or the mass of office workers and 
clerks, there will be a large response to the tender of con- 
structive banking service that offers through credit or thrift 
the attainment of desired goals otherwise perhaps impossible 
or delayed beyond the day of useful enjoyment. 

The evidence of this vision, this forthright determination 
to serve the individual broadly, must first be made manifest 
in the quarters into which the individual is invited to discuss 
his affairs, as has been so clearly proved in the great success 
of the mutual savings banks where the pennies of millions 
total more than ten billions. The second and even more 
essential evidence of an integrity of purpose is to put at the 
loan officers’ desks men whose spirit rises to the opportunity 
of a type of understanding service foreign to the general 
concept the public holds of the usual bank official. 

Such a bank, setting out upon such a mission, can look 
forward confidently not only to a pleasurable, profitable 
success in rendering constructive banking service to the indi- 
vidual, but also to a warm and cooperative welcome from 
those already established in this field. 
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A Recipe for 


Crime Prevention 


FTEEN billion dollars is a 
Piiremendous sum of money. Yet 

that is the figure conservatively set 
in authoritative quarters as the yearly 
cost of crime to the United States, 
directly and indirectly. 

When we think of crime, the first 
thing coming naturally to mind is 
murder, kidnapping and other offenses 
committed against the persons of the 
victims. And it is doubtless an encourag- 
ing sign, connoting some degree at least 
of human progress, that our first and in- 
stinctive thought is for the victim and 
his suffering as a fellow man. Yet, as a 
matter of fact, very few crimes are truly 
against the person of the victim. They 
are against his property. His person is 
merely incidental to the ultimate and 
material objective. 

The effect of crime on banking is 
both direct and indirect. In its direct 
aspect, banking as a whole has taken 
cognizance of it through the Protective 
Division of the American Bankers As- 
sociation. Since criminal activity is in 
the main directed at the one objective, 
money, banking is naturally attacked 
directly by the criminal more than any 
other single business. The defensive 
mechanism which the Protective Divi- 
sion has developed to augment the ef- 
fectiveness of police activity in com- 
bating criminal attack against its mem- 
ber banks has been of incalculable value 
for many years. It should have the full 
support and the full cooperation of 
every member of the Association. 

The indirect effect of crime on bank- 
ing has received thus far but little more 
than the attention of an individual 
banker or group of bankers here and 


PROTECTION—FIRST STEP 


“The control of crime,”’ says Mr. Ames, 
“is the citizen’s business.”’ He believes 
that “banks and bankers throughout 
the country are in a good position to 
render service of this kind.’? At the 
right, one of several recent discussions 
by bankers concerning crime problems. 
At the speakers’ table, left to right, are 
Sidney M. Price, James M. Ball, Jr., 
James E. Baum, Paul D. Williams and 
Percy B. Menagh 
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there. Along this line it is of more than 
passing interest to note that a series of 
advertisements published in 1935 by a 
bank in Florida, with the elimination of 
crime as their basic theme, evoked such 
wide and favorable notice that they re- 
ceived a national award for their high 
social value (May BANKING, page 62). 
As a matter of fact, the effect of crime 
on banking in its indirect aspect is of 
vastly more importance than is the im- 
mediate problem of defense against 
direct attack. 

Three factors make the United States 
especially vulnerable to this particular 
iniquity. The first is the American form 
of democracy, by which universal suf- 
frage in most instances elevates to 
power mediocre men, whose conception 
of their office, or better, perhaps, whose 
lack of it, is revealed in the self-seeking 
manipulations of favor known as poli- 
tics. The second is a cumbersome and 
antiquated jurisprudence, in which 
features of the law designed originally 
to safeguard the citizen from tyranny 
are more frequently employed by shy- 
ster lawyers as ready-made devices to 
free the guilty. The third is the police 
problem imposed by the co-existence 
within the nation of half a hundred 
sovereignties, whose several border lines 


By C. DELANO AMES 


The author is manager of public rela- 

tions and advertising, The Maryland 

Trust Company, Baltimore, and presi- 

dent of that city’s Criminal Justice 
Commission 


are sanctuary to the fugitive while they 
strip the pursuer of authority. The re- 
sult is a vicious underworld which gov- 
erns from below—by corruption here, 
by terror there—continually sapping 
the vitality of the body politic and prey- 
ing upon the citizens ofttimes through 
the very men who are sworn to their 
defense. 

There can be no basic confidence so 
long as such conditions are permitted to 
exist—and they will continue to exist 
until the citizens not merely demand 
that they be stopped, but organize their 
demand and keep everlastingly on the 
job to see that they are stopped. And 
who should more logically take the lead 
in a movement of this kind in a com- 
munity than its bankers? Theirs is the 
one business which is inevitably on the 
receiving end of crime, no matter at 
whom, in the first instance, it may be 
directed. For they deal in money, which 
is itself both the principal incentive and 
the main objective of the criminal. 

Baltimore has not only demonstrated 
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what can be done to check the cancer 
of the underworld; it has also shown just 
how strong the banks and bankers of a 
city can really be when they let their 
civic consciousness permit them to step 
beyond the bounds of what they usually 
consider their immediate concern. 

Fourteen years ago in Baltimore, a 
particularly brutal hold-up and murder 
of a well known man revealed conditions 
in the administration of criminal justice 
which had to be cleaned up. While 
popular resentment was still at its 
height, the Baltimore Criminal Justice 
Commission was organized. It was a 
privately financed body, designed to be 
a permanent agency to watch and study 
the operations of the police and other 
law enforcement agencies and to co- 
operate with public officials for improve- 
ment in the exercise of the criminal law. 
The commission was to be the instru- 
mentality by which the people of the 
city would make the defense against 
criminal depredation their own especial 
business, and the principle behind it 
was that crime could be controlled in 
direct relation to the degree in which 
the apprehension of offenders could be 
made certain, swift and final. 

Its success is measured by the fact 
that, when it started operation, an of- 
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fender was actually caught and pun- 
ished in hardly more than one felony in 
every six reported. Today the ratio is 
one in every two. Ninety per cent of 
criminal cases are finally disposed of 
within three weeks from the date on 
which arrest is made, whereas 14 years 
ago the criminal docket was jammed 
with untried cases, of which many had 
been open on the books for years. 
Crooks throughout the country know 
that Baltimore is an unhealthy place 
and leave the city off their calling list. 

While the value of the Criminal Jus- 
tice Commission was so fully demon- 
strated that it was eventually made a 
member agency of the Community 
Fund and now derives its income from 
that source, its original support had, of 
necessity, to be by general public sub- 
scription. To me it isa matter of especial 
pride and interest to record that the 
support and leadership given to the 
commission in its early days by the 
banks of Baltimore was so great that it 
is doubtful if, without it, the: commis- 
sion could have survived long enough to 
demonstrate its usefulness. One banker 
in particular, the late Waldo New- 
comer, one of the original organizers of 
the commission who served actively on 
its board until his death, displayed such 


This country’s vulnerability to crime is partly due to “‘the police problem imposed 
by the co-existence within the nation of half a hundred sovereignties, whose 
several border lines are sanctuary to the fugitive while they strip the pursuer of 
authority.’? Modern anti-crime methods are gradually overcoming this obstacle. 
Below, two-way radio communication in a Washington, D. C., police car. Right, J. 
Edgar Hoover, Chief of the Federal Bureau of Criminal Investigation, boarding a 
plane after a capture, in which the Federal authority and air travel quickly ~ 
transported a long-sought criminal from one part of the country to another 
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energy in its interest and was so liberal 
in its support that he, alone, was by his 
example in no small measure responsible 
for its early success. 

Banks and bankers throughout the 
country are in a good position to 
render service of this kind. The contro] 
of crime is the citizens’ business; and 
criminal activities will continue to 
flourish with their trail of monetary loss 
and human wretchedness until the citi- 
zens rise up and see to it that their busi- 
ness is attended to. The banker, more 
than any other man, should be a leader 
in such endeavors. He is the protector 
of the people’s wealth, which is yearly 
being milked of a tremendous sum by the 
sabotage of crime, and he is the servant 
of business which cannot prosper except 
with confidence and public order. It is 
to his own selfish interest, as well as in 
the nature of a public obligation, to cut 
down this loss. Finally, he has access to 
resources which he can most appro- 
priately use in support of efforts of this 
kind; for money wisely spent to gain 
protection for the people against the 
ravages of crime will reenforce the un- 
derstones of confidence and, in so doing, 
will bring returns that are incalculable 
in both material security and loyal 
popular support. 
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Central Banking 


By W. RANDOLPH BURGESS 


VERY civilized country now has 
i) some form of central banking in- 
stitution as an essential part of its 
fnancial machinery. The oldest is the 
State Bank of Sweden, which was estab- 
lished in 1668, and the youngest are the 
Central Bank of the Argentine Republic 
and the Bank of Canada, which opened 
for business in 1935. The United States 
has tried a number of different forms of 
central banking and now has in the Fed- 
eral Reserve System a central banking 
system of a pattern which was new 
when it was established in 1914 but has 
since been copied in a number of other 
countries. 

These central banking organizations 
in different countries are extraordinarily 
alike. Even though their charters and 
special forms of organization may differ 
widely, they all perform in general the 
same sorts of functions. This is so true 
that an officer of the Federal Reserve 
System might walk through the doors of 
the Bank of England, the Bank of 
France or the Bank of Japan and feel 
himself immediately at home. The busi- 
ness which these foreign institutions are 
doing is in its broad principles almost 
identical with the business which the 
Federal Reserve System does in the 
United States. In fact, the officer of a 
central bank is in some respects more at 
home in the central bank of another 
country than he is in the commercial 
banks of his own country. The business 
ismore closely similar, the problems are 
more nearly the same, the point of view 
ismore nearly identical. Central bank- 
ing is a totally different sort of activity 
from commercial banking. 

The first outstanding fact about cen- 
tral banks is that they do not operate 
for a profit but operate in the public 
service. It is true that many of them do 
make profits. The stock of the Bank of 
England or the Reichsbank or the Bank 
of France has a market value consider- 
ably above par, but the profits are in- 
tidental to the main business of the 
bank and each one of these banks will 
frequently take steps in the public inter- 
st which sacrifice stockholders’ profits. 
Others of the central banks, including 
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the Reserve System in this country, 
have legal limitations on payments to 
stockholders. 

A second characteristic of these banks 
is their peculiar relationship to their 
governments. Most of them are not gov- 
ernment banks, that is, they are not 
owned by their governments. But all of 
them have some kind of close relation to 
their governments. Each government 
has something to say in the appoint- 
ment of directors or certain of the execu- 
tive officers. And all of them serve as 
bankers for their governments. Yet they 
all have a considerable measure of in- 
dependence of the government, and on a 
number of occasions a central bank has 
stood out against some governmental 
policy and secured its modification, 
though ordinarily a central bank’s in- 
fluence has been exerted through power 
of persuasion rather than by open op- 
position. 


BANKERS’ BANKS 


CENTRAL banks have also a curious 
and unique relationship to the commer- 
cial banks of a country, for they are both 
closely related to the commercial banks 
and independent of these banks and in 
fact have supervisory powers over 
them. For every single occasion when a 
central bank may have opposed some 
governmental policy there may be found 
in history a dozen occasions when a cen- 
tral bank has acted to restrain commer- 
cial banking activities. But central 
banks also perform a number of types of 
service for the commercial banks and 
are appropriately known as _ bankers’ 
banks. They are bankers both for the 
government and the commercial banks. 
In these ways a central bank is unique 
and different from every other sort of 
institution. 

The officers of central banks are like- 
wise a unique group. They are like gov- 
ernment employees in the sense that 
they may be considered public servants 
and in the sense that they have no out- 
side commercial interests, but devote 
themselves wholly to central banking. 
They are unlike government officials in 
their freedom from political obligations 


and in their greater permanency of 
tenure. There are few central bankers 
in any country and the profession suf- 
fers from the limited general under- 
standing of its principles and practices. 

In all these respects the central banks 
of different countries are alike despite 
varying statutes and varying histories. 
The Federal Reserve System shares 
these attributes with other central 
banks. 

But more precisely, what are the 
functions of a central bank? They are of 
two kinds: chores or semi-mechanical 
operations, and policy decisions. 

As for central banking chores, 90 per 
cent of the volume of business of central 
banks is semi-mechanical in nature. The 
12 Federal Reserve banks, for example, 
employ about 12,000 people. Probably 
11,000 of these people are employed on 
operations involving few important 
policy decisions. By far the largest 
proportion of them are engaged in the 
two operations of handling money and 
checks. Central banks are wholesalers 
of money, acting in behalf of their gov- 
ernments. It is through them that the 
coin and currency which a country uses 
are put into circulation and retired from 
circulation. The commercial banks get 
their supplies of currency and coin from 
the central banks and return to those in- 
stitutions surplus or worn currency and 
coin. The central bank receives from its 
government, or in some countries from 
its own press, newly printed money and 
puts it into circulation. In turn it retires 
the money when it is worn out. 

The volume of currency handled by 
central banks is enormous. Every year 
there flows through the Federal Re- 
serve banks, to be counted and sorted, 
paid out or retired from circulation, bil- 
lions of dollars. Thousands of tons of 
coin are received and counted and paid 
out. These are important operations, 
but mechanical in nature. 

In many countries the bank check has 
to a large extent replaced currency and 
coin in making payments. In these 
countries the central bank is usually 
charged with duties in handling checks 
as well as money. This has been espe- 
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cially true in the United States where 
the amount of business done by checks 
has assumed such large proportions. 
Each year there are drawn in the United 
States checks with a total value of from 
$500,000,000,000 to over $900,000,000,- 
000. About one-third of these checks, 
most of those not purely local, pass 
through the Federal Reserve collection 
system, for the Federal Reserve System 
with its 12 banks and 25 branches pro- 
vides a convenient clearinghouse by 
which checks may be collected between 
different parts of the country. This 
collection system has organized and 
speeded up the whole process of making 
business settlements. It is a large task 
but it is again mainly mechanical. 

The other type of work embraces 
duties as bankers for the Government. 
Most of the payments of the United 
States Government are made by checks 
payable at a Federal Reserve bank. The 
Government keeps its working balance 
in the Reserve banks. The same func- 
tion is performed by other central banks 
for their governments. 

A still larger task is the sale and re- 
demption of Government securities. 
When the Government sells securities, 
the circulars describing them are sent 
out by the central bank. The subscrip- 
tions are received by the central bank. 


Bonds are delivered to the purchasers 


by the central bank, and when the 
bonds mature they are paid off at the 
central bank. 

During the war all the Liberty bonds 
and Treasury certificates were sold 
through the Federal Reserve banks, and 
the selling campaigns were very largely 
organized by the Reserve banks. De- 
pression financing has similarly been 
handled through them. They have also 
carried through for the Government a 
whole series of special tasks including 
operations for the stabilization fund, 
the control of foreign exchange, and 
dealings in gold and silver. 


CENTRAL BANK POLICY 


THE central banking system has 
duties far more important than the 
performance of the semi-mechanical 
tasks just described; it has powers 
which may at times greatly affect the 
economic life of a country. These pow- 
ers arise chiefly from the influence of the 
bank upon the quantity of money in 
use. The exact nature of this’influence, 
its effectiveness and its limitations, con- 
stitutes one of the most difficult prob- 
lems in the broad field of theoretical and 
practical economics. It is one to which 
many hours of study have been devoted 
by many people. It is a favorite field for 
the theorist and the reformer with a 
panacea. Certain basic principles and 


truths are now understood but that js 
all. Some of these basic principles may 
be stated dogmatically as follows: 

1. The principal money supply of 
country like the United States is in the 
form of bank deposits. By far the largest 
part of the country’s business is paid for 
with checks drawn on bank deposits, 

2. The amount of bank deposits 
available at any time is much influenced 
by the amount of bank reserves. 

3. Bank reserves are to a considerable 
extent under the influence of the central 
bank. 

4. Therefore, the central bank, by 
exerting its powers towards an increase 
or decrease in the amount of bank re. 
serves available, may influence the 
country’s money supply. 

Many chapters could be written 
about each one of these dogmatic state- 
ments, but they may perhaps be clari- 
fied by approaching the subject in a dif. 
ferent way. It may be said, from one 
point of view, that there are in any 
country two kinds of money, and for 
the sake of giving them names they may 
be called high-powered money and low- 
powered money. The central bank deals 
in high-powered money, the money 
which constitutes bank reserves. His- 
torically, this high-powered money has 
been closely related to a country’s basic 
reserves of gold and currency, though 


The principles of central banking have had almost 300 years of development, starting 

with the State Bank of Sweden in 1668, the Bank of Scotland and the Bank of England 

some 25 years later. Below is an old picture of the Bank of England (on the left) as it 
appeared at the end of its first hundred years 
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HOW $10,000 OF BANK CREDIT CAN BE BUILT ON $350 OF GOLD 
The Federal Reserve Bank buys $1,000 of Government securities from Bank No. 1. 
It pays for these by crediting $1,000 on the reserve deposit of Bank No. 1 in the Reserve Bank. 
This $1,000 deposit requires by law a reserve of 35% or $350 of gold certificates or lawful money. 


The $1,000 is put to work as follows: 
Bank 1 lends $1,000 to Mr. 
Bank 2lends 900to Mr. 
Bank 3lends 810 to Mr. 
Bank 4lends 729 to Mr. 
Bank Slends 656 to Mr. 
Bank 6lends 590to Mr. 
Bank 7lends 531 to Mr. 
Bank 8lends 478 to Mr. 
Bank 9lends 430to Mr. 
Bank 10lends 387 to Mr. 


A who pays it to Mr. B who deposits $1,000 in Bank 
C who pays it to Mr. D who deposits 
E who pays it to Mr. F who deposits 
G who pays it to Mr. H who deposits 

I who pays it to Mr. J who deposits 
K who pays it to Mr. L who deposits 
M who pays it to Mr. N who deposits 
O who pays it to Mr. P who deposits 
Q who pays it to Mr. R who deposits 
S who pays it to Mr. T who deposits 


900 in Bank 
810in Bank 
729 in Bank 
656 in Bank 
590 in Bank 
531 in Bank 
478 in Bank 


And so on, until following totals are reached: 


Total loans $10,000 


Total deposits $10,000 


This table is simplified by assuming: 


. That deposit balance is not required of borrower. 
. That all deposits made are demand deposits. 

. That all the banks concerned have a 10 per cent reserve requirement on net demand deposits. 
. That all loans and use of funds are identical in character. 

. That all banks receiving Federal Reserve funds are not in debt at the Reserve Bank — otherwise 


the funds would be used to repay this debt. 


2 which sets aside $100 for reserves and has $900 left 
3 which sets aside 
4 which sets aside 
5 which sets aside 
6 which sets aside 
7 which sets aside 
8 which sets aside 
9 which sets aside 
430 in Bank 10 which sets aside 
387 in Bank 11 which sets aside 


810 left 
729 left 
656 left 
590 left 
531 left 
478 left 
430 left 
387 left 
348 left 


90 for reserves and has 
81 for reserves and has 
73 for reserves and has 
66 for reserves and has 
59 for reserves and has 
53 for reserves and has 
48 for reserves and has 
43 for reserves and has 
39 for reserves and has 


Total reserves $1,000 


Actual results are more complicated but follow the same principles 


The injection of “‘Shigh-powered”’ money, as described by Dr. Burgess 


the specific form of this relationship 
shows wide variations under different 
banking laws. 

Low-powered money is the kind of 
money the commercial bank ordinarily 
handles—bank deposits and checks 
drawn on bank deposits. 

Now, the most interesting fact about 
these two kinds of money is their rela- 
tionship to each other. In any country 
there is always from five to ten or more 
times as much low-powered money as 
there is high-powered money, and in 
normal times the relationship between 
the two is fairly constant; that is, when 
the amount of high-powered money in- 
creases, the amount of low-powered 
money tends to increase also, but in 
multiple relation to the high-powered 
money. 

The main object of the central bank is 
to concentrate at one point the control 
over the country’s high-powered money, 
that is gold, currency, and bank re- 
serves, and thus control the amount 
from time to time made available as a 
basis for the multiple creation of bank 
deposits (low-powered money). 

In theory this could be done by pay- 
ing out a little more gold into the re- 
serves of banks from time to time or by 
withdrawing it. In practice this crude 
operation is unnecessary and wasteful. 
The central bank can make loans to 
banks or can make investments, and, as 
it makes these loans and investments, 
give the banks of the country currency 
ot deposits on the books of the central 
bank which will serve the commercial 
banks as reserves against their deposits. 
Acentral bank can, in this way, make a 
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given amount of gold reserves do a 
larger or smaller volume of business 
from time to time, thus giving elasticity 
to the country’s credit supply. 

The broad principle is that the central 
bank, having control over the country’s 
high-powered money, may from time to 
time release for use more of this high- 
powered money, thus making possible a 
multiple increase in the amount of low- 
powered money—bank deposits. Or at 
other times the central bank may at- 
tempt to contract the amount of high- 
powered money outstanding and bring 
about some shrinkage in the volume of 
low-powered money. The process by 
which high-powered money injected 
into the banking system as added bank 
reserves may be expanded into a multi- 
ple increase in bank loans and deposits, 
as shown in the table on this page. 

The difficulty about this explanation 
of central banking, aside from its ab- 
stractness, is that it makes the whole 
problem appear so simple and auto- 
matic. In reality the operation is not 
simple or automatic. There is, for ex- 
ample, no completely constant relation- 
ship between the amount of high- 
powered and low-powered money. At 
each step there is a problem in human 
psychology, so that the methods which 
are effective at one time may not be at 
all effective another time; and fre- 


This article, like the one by Dr. Burgess 

in last month’s BANKING, forms part 

of the book which the author will 
publish this Summer 


quently the central bank may find its 
powers nullified by other influences. 
Ordinarily a central bank exerts an in- 
fluence on low-powered money by small 
differences in the rate which the bank 
may charge for lending out its high- 
powered money. A difference between 3 
and 4 per cent may determine directly 
or indirectly the freedom with which 
the commercial banks will borrow this 
money. At other times a central bank, 
in order to try to bring about an expan- 
sion of money, finds it necessary to push 
its funds into the market by buying Gov- 
ernment securities and so forcing its 
high-powered money into use. Even 
this procedure may not be effective. 

In the three years, 1933-1935, for ex- 
ample, the amount of high-powered 
money made available by the Federal 
Reserve System and by gold imports 
has been enormously increased to a 
point where the banks of the country 
hold reserves more than twice as large 
as in 1929. But at the beginning of 1936 
there was no corresponding expansion 
in total bank deposits, which though in- 
creasing remained smaller than in 1929. 
Moreover the additional deposits cre- 
ated have not been put to use actively. 

All this description of the operation is 
over-simplified. But the important facts 
are, first, that a central bank may, under 
favorable circumstances, affect the 
amount of money available in a coun- 
try, and second, that the whole process 
by which this is accomplished at dif- 
ferent times is subject to a thousand in- 
fluences which make the consequences 
of an operation impossible to forecast 
with precision. 
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For business, the greatest interest attaches to the Republican and 
Democratic conventions, June 9 and 23, respectively. Immediately 
below, the Democratic convention hall in Philadelphia; bottom, the 
Republican hall in Cleveland 
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The Condition of BUSINESS 


Business OvuTLOOK SATISFACTORY. Industrial activity 
shows signs of leveling off after reaching a Spring peak. 
This was anticipated and most observers of current economic 
events have not been inclined to regard it as other than 
seasonal. Some of the old symptoms of hesitancy have re- 
appeared as a concomitant of the much-harried tax bill 
and as a natural result of doubts as to the fundamental 
purposes of this measure, but the general outlook and the 
present condition of business continue satisfactory. A great 
many statistical indicators furnish ground for the belief 
that this country, along with most of the rest of the world, 
isin the early stages of a major upward cycle. 

DistURBING Factors. The improvement, unfortunately, 
has not yet been reflected to any degree in an increased de- 
mand for bank credit or in the expansion of the production 
of capital goods. In a negative way these are abnormal ele- 


| ments in the recovery picture. They are disturbing factors 


along with the persistent fear of inflation, the shyness of idle 
funds to risk investment at prevailing rates of return on 
capital, and the manifold uncertainties clouding the political 
horizon. The cure for everything, including the incubus of 
relief, Treasury deficits, anxiety about inflation, uneconom- 
ically low interest rates, and the socialistic experiments of 
government in business, seems to lie in continued improve- 
ment of business. 

The hesitancy displayed in the securities markets this 
Spring has had one beneficial effect in compelling business to 
take stock of the actual situation and give the recovery move- 
ment a breathing spell. 

PRODUCTION AND EARNINGS Ficures. Steel production 
has fallen off slightly but authorities in the industry agree 
that the decline is less than normal for the season, and the 
prospects are that output during the Summer will continue 
around 50 per cent of capacity. This should prove profitable 
for the industry and constitute support for various lines of 
business dependent upon it. Automobile production has 
probably reached a peak pending the introduction of new 
models in the Autumn. The industry has at least two good 


| months ahead of it and is expected to establish a record for 
the year’s business comparable with the best years prior to 


the depression. The distribution of bonus funds to the veter- 


"ans after the middle of June will undoubtedly stimulate the 


sale of new and used cars. 
There has been no marked change in the brisk pace of 


F tetail business and no indications of slackening. On the other 


hand, various factors promise a further increase in activity 


4% a result of the flow of bonus funds and Government 
expenditures. Railroad car loadings and electrical output are 


both far above the levels of a year ago. 
MacuinE Toots. The production of machine tools is being 


Maintained at the high level established in the earlier months 
| of the year and inquiries from customers indicate a substan- 
' tial volume of prospective orders. The chief buyers are auto- 
‘Mobile, steel and farm implement manufacturers. From 
/Many sections of the machine tool industry comes a report 
“that there is difficulty in keeping up with orders and there 
8a shortage of skilled labor. 
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RaILroaps. The railway equipment industries expect a 
very good second quarter record. One of the most encourag- 
ing items of a statistical nature concerns the earnings of the 
railways, which are improving and promise a good net 
profit for Class I roads during the year. Naturally this 
change reflects itself in a better financial position and in 
greater spending for equipment and rehabilitation. 

BuILpING. There has been a slight recession in the building 
industry as compared with the first quarter of the year, but 
activity continues far above the volume of business of a year 
ago. In short, business is following the expected course of 
gradual improvement, considering seasonal and other in- 
fluences, and subject to a degree of temporary reaction 
which has been anticipated. 

FINANCIAL CauTION. The situation is not so reassuring 
with respect to finance and investment. The chief develop- 
ment in this field was the decline in stock market prices 
which began during the latter part of April and is expected 
by many observers of the market to persist with some ups 
and downs until the adjournment of Congress and the com- 
pletion of the two national political conventions. The reac- 
tion and unsettlement in stocks was in contrast to the en- 
couraging reports of business, an increasing number of 
concerns reporting profits. 

A great variety of explanations has been offered for the 
recurrence of hesitancy. Among them were the unsettled 
political and financial situation in Europe, foreign selling, 
the tax bill, continued Federal deficits, the approach of an 
important political campaign, and that universally reliable 
explanation of all market reactions, a weak technical posi- 
tion of the list. 

YIELD ON INVESTMENT. One explanation, however, de- 
serves special emphasis and that is the uncertainty of returns 
upon investments. Business concerns are reporting profits 
but are beginning to realize that a large part of whatever 
profits are enjoyed will be absorbed in paying for the waste 
and wreckage of recent years. The efforts to place a tax on 
undistributed corporate earnings, together with other oner- 
ous burdens, have been important factors in creating uncer- 
tainty. Industry hesitates to plan expansion under such 
conditions. 

Money Rates. A fundamental factor which has a great 
deal to do with retarding the progress of industrial recovery 
is the low yield on sound investments. Theoretically, busi- 
ness ought to expand freely if it has plenty of cheap money 
and there is fairly general agreement that business is assured 
of cheap money for some time to come. In actual experience, 
however, this theory is true only when there are no offsetting 
factors, and in this case there is one very important element 
preventing the use of cheap money. This is the absence of 
settled conditions and the lack of any reasonable certainty 
as to the future rules and circumstances under which busi- 
ness must operate. Industry and commerce have always been 
willing and able to pay fair rates of interest when the condi- 
tions have been favorable to expansion. Thus, while interest 
rates are low and such conditions are considered helpful to 
industry, the rates are probably too low to justify the risks 
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attending most forms of industrial or other investment. To 
an industry which cannot borrow freely to meet its require- 
ments, low interest rates mean nothing. 

DISPARITY IN RaTEs. The underlying conditions under 
which business is now operating are shown by the current 
irregularity in interest rates on industrial and other bonds 
and, to some extent, in the wide variation in prices of more 
actively traded stocks. In the past month two industrial 
borrowers had to increase the rates on their offerings of long 
term bonds, following registration. On the other hand, the 
Standard Oil Company of New Jersey put out an issue of 
$85,000,000 at 3 per cent interest, the lowest rate on any 
comparable issue for many years. Explanation for the dis- 
parity between the conditions under which various issues 
can be sold to investors is found in the high selectivity which 
governs the market under present conditions. 

DorMAnt Funps. The pressure of a superabundance of 
available credit upon the market forces rates down to the 
lowest level only when the investments offered are of a highly 
liquid quality. A great many investors prefer to keep their 
money in the banks rather than enter upon long term com- 
mitments in which there is an element of risk, not so much 
as to safety of principal and interest, as to liquidity and 
marketability. The tendency toward liquidity is stimulated 
by such measures as the proposed corporate earnings taxes. 

Rather than run the risk of devastating taxation either 
upon the corporations or upon earnings when distributed to 
stockholders, investors turn to tax exempt securities. This 
decreases the funds available for the use of industry and ex- 
pands the already swollen stream of money seeking the 
highest grade security. 

In times past, liquidity has seldom been considered in 
connection with real estate loans. Lending on real property 
has been a specialty of concerns such as insurance companies, 
savings banks and institutional investors, and others whose 
obligations have been of a long term character. Every 
effort is being made at present to render real estate loans 
liquid through the operations of the home loan banks, the 
Federal Housing Administration and the opportunity to 
rediscount real estate loans at Reserve banks. 

GOVERNMENT SECuRITIES. It is largely because of this 
desire for liquidity that banks and other investors are carry- 
ing nearly half the public debt of the United States in obliga- 
tions that mature within six years. Approximately $2,- 
000,000,000 of this amount is carried at a nominal rate of 


REFUNDING AND 
RECOVERY 


At its annual convention last month the 
National Association of Mutual Savings 
Banks adopted a resolution protesting 
against ‘“‘corporate refunding opera- 
tions which fail to give the holders of 
called bonds a reasonable opportunity 
to restore their investment by the pur- 
chase of the refunding bonds at the 
prices at which they are offered to the 
public.’’ Wendell L. Willkie, president 
of Commonwealth and Southern Cor- 
poration, a convention speaker, said 
Federal legislation was holding up re- 
covery. In the picture, Mr. Willkie (left) 
and E. K. Woodworth of Concord, New 
Hampshire, chairman of the associa- 
tion’s committee on public utilities 
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interest with maturities of 9 months or less. With all the 
improvement in business, production, distribution, retajj 
trade, and all forms of commercial activity, the fact remains 
that capital is demanding an unusual degree of liquidity 
as a result of uncertainty in business and finance. The 
effect of this is a lack of stability in investments anc a lower. 
ing of interest rates generally. 

Duration oF Low Rates. From the banking standpoint 
the situation is becoming more clear, if not more satisfac. 
tory. One of the high points of the meeting of the Executive 
Council of the American Bankers Association at Hot 
Springs, Virginia, last month was the report of the Eco- 
nomic Policy Commission regarding interest rates. This 
report forecast low rates for some time to come, even jf 
present business improvement continues without interrup- 
tion. The Commission traced the steps leading to the present 
situation, citing the large volume of demand deposits, im- 
ports of capital, Government spending, and the resulting 
topheavy structure of excess reserves. It pointed out the 
close connection between the excess reserves, together with 
other idle funds, and prevailing low rates for short term 
credit. It called attention to the unlikelihood that the Fed- 
eral authorities would reduce excess reserves by selling the 
Reserve banks’ Government securities or by increasing Re- 
serve requirements of member banks, as long as the Govern- 
ment is in the market for large borrowings. 

THE STABILIZATION Funp. Another factor is the probable 
use at some time in the not distant future of the $1,800, 
000,000 stabilization fund for debt reduction or some similar, 
related purpose. This will tend to increase deposits and ex- 
cess reserves. The Commission also pointed out that even an 
increase in the turnover of bank deposits by a third, or an 
increase in business activity and production by 70 per cent, 
other factors remaining the same, would fail to lift rates 
much above the present level. 

EFFECT OF UNBALANCED Bunce. In a situation like this 
the banks do not fare so well, particularly because of the 
large part of the public debt in short term paper at nominal 
rates of interest. This debt cannot be turned into long term 
paper suitable for offering to the general public as long as 
the budget remains unbalanced. The unwillingness of the 
general public to tie its money up at low rates of interest is 
plainly evident in the disposition to carry funds in unremu- 
nerative bank deposits rather than in the best of current 
offerings. 
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COURT OPINIONS 


The Supreme Court of the United 
States, in a divided opinion returned 
May 18, invalidated the Guffey Coal 
Act. Justice Sutherland (left) wrote the 
prevailing opinion. The United States 
Court of Appeals for the District of Co- 
lumbia held unconstitutional the pro- 
visions of the 1935 emergency relief act 
which established the Resettlement Ad- 


ministration. 


Associate Justice Van 


Orsdel (right) gave the majority opinion 
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The conclusion of the Commission was ‘‘that even with 
continued business recovery, and good progress toward 
budget balancing, and the refunding of most of the short 
term Federal debt, the levels of bank interest rates may be 
expected to continue at low levels intermediate between 
those now prevailing and those we formerly considered as 
normal, unless Federal action is taken to reduce excess re- 
serves, or unless prices in general rise far above present lev- 
els, and above those that prevailed in the years just before 
the depression.” 

The success of the national banks in raising call and time 
money rates by 14 of 1 per cent appears at first to be an 
encouraging sign were it not explainable by the special cir- 
cumstances surrounding it. Under the new regulation of the 
Reserve Board concerning loans on securities, brokers are 
given a differential on margins to enable them to carry their 
customers in the purchase and sale of securities. The change 
in rules increases the cost of handling loans by the banks and 
justifies an increase in the interest rates which, of course, 
would be fully warranted even without the increase in cost. 
The banks have succeeded in raising the rate on call money 
secured by stock exchange collateral from 34 of 1 per cent 
to 1 per cent; on call money secured by Government bonds 
from % of 1 per cent to 34 of 1 per cent, and time money 
secured by stock exchange collateral from 1 to 114 per cent. 
Special conditions and special reasons govern this slight ad- 
vance in rates in a limited field. The advance has no real rela- 
tion to the status of the money market and cannot even be 
considered as a straw in the wind. 

RIse IN TREASURY BIL Rate. The recent rise in interest 
tates on short term Government paper is another develop- 
ment to which should not be ascribed too much importance 
as far as indicating a general trend is concerned. The increase 
was about equal to the one that occurred last Summer 
when Treasury borrowings rose from $50,000,000 to $100,- 
000,000 a week. A similar rise in the volume of Treasury 
offerings has just occurred. Secretary Morgenthau says 
that the Treasury is going to require an additional $50,- 
000,000 each week for an indefinite period to provide money 
for the soldiers’ bonus and other Governmental purposes. 

Tue Treasury Poticy. Aside from the fact that it is to 
the interest of the Federal Government to keep rates low 
until it becomes possible to refund its short term into long 
term issues, the authorities at Washington have shown no 
inclination to raise interest rates. In fact the major influence 
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of the Federal Government in various ways has been in the 
direction of forcing interest rates lower both by specific 
effort and, indirectly, through the results of the operations of 
Governmental lending agencies. 

INSURED MortGacEs. The interest rate on insured mort- 
gages cannot exceed 5 per cent compared with 6 or 7 per 
cent prevailing heretofore. It is also the declared purpose of 
the Government to press the rate on urban mortgages down 
to 4 per cent. The experience of private lending agencies 
with these loans has not been of a kind to make such rates 
attractive. 

Another influence of the Government on interest rates is 
its refunding operations. From the taxpayer’s standpoint it 
may be a good thing that the Federal Treasury can borrow 
money for Governmental purposes at an average rate of 
around 2.6 per cent compared with an average of 4 per cent 
a decade ago. If this situation had been created by the normal 
play of supply and demand in the money market there could 
be no cause for question. 

SIMILAR CONDITIONS ABROAD. An interesting sidelight on 
the borrowing activities of the United States Government is 
contained in a summary of world economic conditions re- 
cently published in the Jnudex of the Svenska Handelsbanken, 
Stockholm, Sweden. The title of the study is ‘The Changing 
Significance of the Stock Exchange” and the discussion 
centers on the fact that throughout the world recovery is 
being marked by an unusual change in the part played by 
security markets everywhere. The fact is cited that in many 
cases the main instrument of recovery has been the central 
government and that revival is being financed mainly by 
state credit, and for the most part by short term state credit. 

In other words, in Japan, Germany, the United States and 
in certain other countries as well, the government has be- 
come the chief investor. This, together with other factors 
such as the concentration of industry and the growth of self- 
financing, has decreased the amount of funds passing through 
the normal capital markets. 

Dest Hanpicap. Generally speaking the immediate out- 
look is better than the long range prospect. There are many 
who feel that the depressing necessity of paying for the defi- 
cits of these current years will be a burden which will handi- 
cap business for some time to come. On the other hand, one 
of the surprising and encouraging features of the late Spring 
is the general assumption that the current national political 
campaign will have only a minor influence upon business. 
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Over Here 


HEN the machinery of the Treasury starts to grind 

a financial grist, the resulting product usually finds 

its way into the banks. This machinery is already in 
rapid motion on a special task, and on June 15 hundreds of 
millions of dollars will start to flow as the veterans of the 
World War present their approved bonus accounts for pay- 
ment and the money they receive runs into circulation. The 
transactions of the Treasury in this matter will constitute 
the largest pay-off in history. 

No one knows exactly how much cash will be required to 
meet immediate demands of the certificate holders, esti- 
mates running all the way from $500,000,000 to $1,500, 
000,000. It is anybody’s guess. No one questions the as- 
sumption, however, that the amount will be large and that 
it will exercise an immediate and important influence upon 
some lines of business, including banking. 

Checking up the returns on these payments in itself is a 
tremendous task. One can easily appreciate how and why 
cash payment of the bonus involves additional cost to the 
Government of an estimated $12,178,375 in administrative 
expenses alone. Some idea of what 38,000,000 bonds mean 
may be derived from the statement of General Frank T. 
Hines, Veterans’ Administrator, before a House subcom- 
mittee, that ‘“‘if you were to take those bonds and put them 
end to end they would go from here to New York, from 
New York to London, and from London nearly to Moscow. 
The amount of money you will appropriate here to do the 
job would keep 500 men employed at $40 a week from the 
year 1 up to the present time.” 

One may be permitted to suspect that members of Con- 
gress were more interested in getting between three and 
four million veterans off their political backs than in em- 
ploying 500 men from the year 1. 


To France 


—— come into this picture in what may be termed 
the. second process in the manufacture of more bank 
deposits. As a matter of course they will be called upon, 
practically at once, to cash the odd-change checks from the 
Treasury. If and when the veteran wishes to cash in on his 
bonds, however, he must go to his postoffice. If he resides 
in any one of 236 first class postoffice cities whose postof- 
fices have been designated as paying centers he can secure a 
check for his bonds at once. If he is a resident of another 
place, his local postmaster will receive and forward his 
bonds to the nearest paying center postoffice. 

The matured value of the adjusted compensation cer- 
tificates in force at the time the law was passed was ap- 
proximately $3,456,000,000. Against these certificates the 
Government has lent approximately $1,228,000,000 di- 
rectly to the veterans, this amount including interest. The 
Government has also lent the veterans on their life insur- 
ance policies an additional $535,000,000 or thereabouts, in- 
cluding interest, making a total of $1,763,000,000 of direct 
Government charges against the certificates. 

The Government has also assumed responsibility for ap- 
proximately $60,000,000, including interest, which banks 
have lent the veterans on their certificates and which the 
Government must take up before it can make a settlement 
with the veteran claimant. The total of direct and indirect 
charges is $1,823,000,000. However, under the law the 
Government remiis unpaid interest on all direct loans, esti- 
mated at $263,000,000, and on indirect loans, estimated at 
$28,000,000, or $291,000,000 in all, so that the net charge 
against $3,456,000,000 of outstanding certificates is $1, 
532,000,000 and the net amount due the veterans is ap- 
proximately $1,924,000,000. 
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From France 


eg public debt will be increased on or soon after June 
15 by approximately $2,237,000,000 as a result of the 
cash payment of the bonus and the remission of debts due 
irom the veterans. Over $313,000,000 of this debt will bear 
the high rate of 414 per cent interest. Whether or not the 
veterans hold their bonds, the debt of the Government will 
be the same, and interest must be paid on it, either to the 
veteran at 3 per cent or to the investing public at whatever 
rate the market calls for. 

For the present, at least, the Treasury proposes to side- 
step some of this interest by depending upon short term 
bills for financing. Commencing with the first Monday in 
May it sold $100,000,000 in bills weekly instead of the 
usual $50,000,000. All the extra $50,000,000 weekly issues 
will mature on December 15. Upward of a billion dollars 
can be raised by this means on 90-day bills before it be- 
comes necessary to refund them in December by what 
must, of necessity, be very large transactions, since the 
Treasury already has $357,921,200 of 234 per cent notes 
due at that time. This arrangement does not preclude im- 
portant financing in June. 

The Government has calculated that the cash payment 
of the bonus under the conditions laid down in the law will 
entail an annual charge of approximately $120,000,000 in 
addition to the amortization of the principal sum due under 
the old law, which was supposed to be $112,000,000 a year 
on a compound interest basis. A rough calculation shows 
that this estimate is rather optimistic although probably it 
can be made good provided interest paid into the insurance 
fund and cash in the adjusted certificate fund is eliminated. 
Roughly, the additional appropriations required must pro- 
vide for interest and amortization on the money laid out to 
discharge veteran indebtedness and to pay interest on 
bonds held by veterans as well as to allow for the loss of in- 
terest cancelled by the new law and additional expenses. 


June 1936 


HATEVER the additional cost of cash payment may 

be, the legislation responsible for it is now water that 
has gone under the bridge. What is of immediate impor- 
tance is the effect the cash payment may have upon the 
current business situation. Undoubtedly that will be at 
least temporarily beneficial. 

If even half of the total bond and check issues are turned 
into cash—and the proportion is expected to be much 
larger—the result of the rain of checks in what would be a 
normal Summer dullness cannot be otherwise than stimulat- 
ing—doubtless politically as well as economically. 

All sorts of interests are reaching out for this money. 
Most investigators or calculators look for a tremendous 
boost in the low priced automobile field—there was a 
similar boost when the 50 per cent loan privilege was ex- 
tended, when cash payments by the Government to farm- 
ers became an important part of farm income—in short, 
whenever there have been large payments from the Treas- 
ury. Some authorities believe that some of the currently 
high volume of automobile sales is in anticipation of bonus 
payments. 

The Federal Housing Administration is planning an ac- 
tive advertising campaign to induce the veterans to put 
their money into homes, using the bonus as a down pay- 
ment. 

Life insurance companies are active in soliciting the 
use of the money for annuity or other forms of insurance. 
Summer time means vacations, and railways and steam- 
ships are out after the patronage of the recipients of the 
Government’s bounty. Summer clothes are alluring— 
there are plenty of attractive outlets for this new found 
cash. Perhaps best of all, however, is the prospect that a 
very considerable portion of the bonus payments will go 
into the discharge of debts. 


An American Legion meeting 17 years later 
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NEW BUILDINGS, 
MORE SPACE 


Two recent pictures of 
Washington 


Left, part of Dr. Tug- 
well’s Resettlement 
Administration tucked 
away among the statues 
and staircases of the 
old Walsh mansion 


Below, acres of new Gov- 


ernment buildings 
HARRIS & EWING 
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Government Banking 


Summary of Regulations 


WASHINGTON, D. C. 

HE following regulations, revisions thereof, rulings and 
[ crcalars of the Federal Reserve Board, the Comp- 

troller of the Currency, the Federal Deposit Insurance 
Corporation, the Reconstruction Finance Corporation and 
the Federal Housing Administration include the most im- 
portant changes in administrative measures depending upon 
and interpreting recent legislation, especially the Banking 
Act of 1935 and laws and regulations relative to that measure 
and the Securities and Exchange Act as affecting banking. 


Ruling of the Federal Reserve Board, October 1935, that 
under the Banking Act of 1935 and the amended Federal 
Reserve Act, a state member bank may not purchase for its 
own account “securities” which do not constitute “invest- 
ment securities” as defined in Section 5136 of the Revised 
Statutes and the regulations of the Comptroller of the 
Currency thereunder. 

Regulation III of the Federal Deposit Insurance Corpora- 
tion, effective October 11, 1935, prescribing the requirements 
with respect to the official signs insured banks must display 
as required by law. 

Ruling of the Federal Reserve Board, November 1935, 
limiting the rate on advances to member banks by Reserve 
banks on their time or demand notes “secured to the satisfac- 
tion of the Reserve bank” under Sec. 10 (b) of the Reserve 
Act to % of 1 per cent higher than the highest rate applicable 
to discounts for member banks in effect at the time. The 
“highest rate” is taken to mean the highest rate applicable 
to discounts for member banks under Sec. 13 and 13 (a) and 
not the highest rate applicable to the unusual loans under the 
last paragraph of Sec. 13, authorized for individuals, part- 
nerships and corporations, or under Sec. 13 (b), providing for 
direct loans to industry. 

Ruling of the Federal Reserve Board, November 1935, re- 
quiring an executive officer of a member bank to report, as 
indebtedness to another bank under Sec. 22 (g) of the Fed- 
eral Reserve Act, indebtedness to receivers or liquidators 
of other banks, but also ruling that indebtedness of such an 
officer under the assessment of statutory double liability on 
stock of another bank in receivership or liquidation need not 
be reported. 

Amendment to Section 3 of Regulation T of the Federal 
Reserve Board, November 1935, adding a paragraph fixing 
at nothing the loan value of warrants or certificates evidenc- 
ing a right to acquire a security. Where an account contains 
the security itself the loan value of the latter may be in- 
creased by the current market value of the warrant or 
certificate. 

Ruling of the Federal Reserve Board, November 1935, 
tequiring that the Board must determine in each case 
whether an organization not engaged directly in holding the 
stock of, or managing or controlling, banks and trust com- 
panies may be excluded from the definition of “ holding com- 
pany affiliates” under the Banking Act of 1935. 

Regulation D of the Federal Reserve Board, effective Jan- 
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uary 1, 1936, concerning reserves of member banks, defining 
various classes of deposits, prescribing the method of com- 
puting reserves, and stating penalties for deficiencies in 
reserves. 

Regulation H of the Federal Reserve Board, effective 
January 1, 1936, governing the admission of state banks into 
the Reserve System; outlining eligibility and deposit insur- 
ance requirements, forms and methods of applications, con- 
ditions of membership, powers and restrictions attached to 
membership; regulating the establishment and maintenance 
of branches, the publication of reports; and regulating with- 
drawals from membership. 

Regulation I of the Federal Reserve Board, effective Jan- 
uary 1, 1936, governing the increase or decrease of capital 
stock of member banks and the cancellation of old and the 
issue of new stock certificates; governing consolidations of 
member banks and the procedure in cases of insolvency, 
voluntary liquidation or suspension of banking functions. 

Regulation O of the Federal Reserve Board, effective Jan- 
uary 1, 1936, governing loans to executive officers of member 
banks, defining terms in connection therewith, prohibiting 
such loans with exceptions noted, providing for renewals in 
certain cases, requiring reports by executive officers of in- 
debtedness to other banks, and stating penalties for the vio- 
lations of the law and regulations. 

Regulation P of the Federal Reserve Board, effective Jan- 
uary 1, 1936, governing the issue of voting permits to hold- 
ing company affiliates; defining terms used in the Act of 1935; 
governing applications for and the grant of voting permits to 
organizations not engaged in the business of holding the 
stock of, managing or controlling banks and trust compa- 
nies; prescribing rules where voting permits are required and 
the procedure relating thereto; indicating reserve require- 
ments affecting such companies; and governing participation 
of subsidiary member banks in connection with the nomi- 
nation and election of directors of Federal Reserve banks. 

Regulation Q of the Federal Reserve Board, effective Jan- 
uary 1, 1936, governing the payment of interest on deposits; 
defining all classes of deposits; prohibiting the payment of 
interest on demand deposits with certain exceptions; govern- 
ing rates of interest on time and savings deposits; and pre- 
scribing rules as to modifications of deposit contracts, con- 
tinuation of time deposit status and payments of interest on 
deposits received during the first five days of the month; 
prohibiting the payment of interest after the maturity or the 
expiration of notice of a time or savings deposit; governing 
the payment of time deposits before maturity; and govern- 
ing withdrawals from savings deposits, loans on savings ac- 
counts and time deposits and requirements regarding notice. 

Supplement to Regulation Q of the Federal Reserve 
Board, effective January 1, 1936, fixing actual rates of in- 
terest on time and savings deposits in accordance with the 
principal regulation. 

Amendment to the regulations of the Treasury Depart- 
ment under the Gold Reserve Act permitting the holding 
of unmelted scrap gold, etc., in amounts of less than 35 troy 
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ounces; permitting those engaged in a profession or business 
in which gold is used to acquire gold in any form from any 
source and to deal in the same without license if the amount 
held at any one time does not exceed 35 troy ounces; and 
permitting such persons to dispose of scrap gold incidental 
to their business; also permitting the export of fabricated 
gold articles where the gold content does not exceed 80 per 
cent of the value of the article. 

Regulation L of the Federal Reserve Board effective Janu- 
ary 4, 1936, governing interlocking bank directorates under 
the Clayton Act; prohibiting a director, officer or employee 
of a member bank from acting in a similar capacity in any 
other bank; the rule does not apply to ‘‘a person who is nei- 
ther a private banker nor a director, officer, or employee of a 
member bank”; nor with respect to banks not organized 
under Federal or state laws; also, excepting relationships ex- 
isting prior to the passage of the Banking Act of 1935 and 
making other exceptions applicable to directors, officers and 
employees of member banks and to private bankers and out- 
lining relationships permitted by the Board. 

Regulation R of the Federal Reserve Board, effective 
January 4, 1936, governing relationships of officers, directors 
and employees of member banks with dealers in securities. 

Proclamation by the President on January 10 extending 
the extraordinary powers conferred by Section 43, Title III, 
of the Gold Reserve Act for one year from January 30, 1936. 

Rulings of the Federal Reserve Board in February 1936 
further defining and explaining Regulation Q. 

Amendments of and supplement to Regulation T of the 
Federal Reserve Board effective February 1, 1936, lowering 
the loan value of a non-exempt security for loans by brokers 
and members of national securities exchanges from 55 per 
cent to 45 per cent of the market value, or 100 per cent of its 
lowest market price during three years previous, whichever 
is higher, but not more than 75 per cent of the current mar- 
ket value; for loans to brokers and dealers to carry customers 
and to distributors of a new issue the maximum loan value is 
80 per cent of the market value of the securities; and pre- 
scribing rules governing such loans. 

Circular of the Federal Reserve Board prescribing rules 
governing the granting of loans to individuals, partnerships 
and corporations under the third paragraph of Section 13 of 
the Federal Reserve Act, permitting such loans to be made 
on paper “either endorsed or secured to the satisfaction of 
the Federal Reserve Bank.” 

Regulation IV of the Federal Deposit Insurance Corpora- 
tion, as amended, effective February 1, 1936, superseding 
B and C, series of 1934; defining all classes of deposits, pro- 
hibiting payment of interest on demand deposits and pre- 
scribing rates of interest on time and savings deposits. 

Supplement to Regulation IV of the Federal Deposit In- 
surance Corporation, effective February 1, 1936, relating to 
interest on time and savings deposits and fixing the rates. 

Regulations of the Comptroller of the Currency, effective 
February 15, 1936, governing the purchase and sale of 
“investment securities”, further defining the term “invest- 
ment securities”, governing the purchase and sale of securities 
under repurchase and resale agreements and indicating 
when the purchase of a security under repurchase agreement 
may be considered a loan. 

Rulings of the Board of Governors of the Federal Reserve 
System in March prohibiting deposits of receivers and liqui- 
dators of banks from classification as savings deposits; giving 
reasons for a rule in Regulation Q providing that business 
corporations may not maintain savings deposit accounts; 
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and permitting the payment of interest on savings deposits 
withdrawn or closed between semi-annual interest dates, 

Rulings of the Board in March elucidating the rules re- 
quiring officers of member banks to report indebtedness to 
another bank to the board of their own bank, and the rules 
applicable to loans heretofore made to such officers. 

Ruling of the Board in April that deposits of municipal 
corporations may not be considered as savings deposits. 

Ruling of the Board in April that an accommodation en- 
dorsement by an executive officer of a member bank for the 
benefit of a third party is to be counted as an obligation 
of the officer within the meaning of Regulation O. 

Ruling of the Board in April requiring an officer indebted 
to another bank to report additional information under Reg- 
ulation O, and requiring that bank officers indebted to 
Morris Plan or similar institutions report such indebtedness 
to their own bank officers under the same regulation. 

Rulings of the Board in April governing loans to a corpora- 
tion in which an officer of the bank is also an officer and loans 
to partnerships in which a bank officer has a half interest. 

Regulation U of the Board, effective May 1, 1936, govern- 
ing loans by banks for the purpose of purchasing or carrying 
stocks registered on a national securities exchange; prohibit- 
ing banks from making such loans in an amount exceeding 
the maximum loan value of the collateral, and prescribing 
the conditions for such loans, including exceptions. 

Supplement to Regulation U, effective May 1, fixing the 
maximum loan value of a registered stock for loans by banks 
at 45 per cent of its current market value, but permitting 
loans to brokers and dealers for the purpose of carrying 
customers up to 60 per cent of the current market value. 

Supplement to Regulation T, effective April 1, limiting 
the loan value of all registered stocks not in the exempt class 
for brokers’ loans to customers to 45 per cent of the current 
market value and for loans to brokers, dealers, distributors, 
etc., to 60 per cent of the current market value. 

Rulings of the Board, December 1935, giving meaning of 
the phrase ‘“‘contiguous or adjacent thereto” as used in the 
Clayton Act in connection with the prohibition of interlock- 
ing directorates, and prohibiting directors, officers or employ- 
ees of member banks from acting in similar capacities in 
other banks except in certain localities. 

Regulations of the Federal Open Market Committee, 
effective March 19, 1936, governing the open market opera- 
tions of the Federal Reserve banks, providing for the organ- 
ization of an executive committee and prescribing its func- 
tions, the manner of conducting open market transactions 
and prescribing the securities which may be handled therein. 

Regulation F of the Board, effective May 1, 1936, con- 
trolling the exercise of trust powers by national banks by 
more stringent rules, increasing the responsibilities of the 
banks and applying most of the requirements and principles 
included in the “Statement of Principles of Trust Institu- 
tions” adopted by the Executive Council of the American 
Bankers Association in 1933; also listing the considerations 
involved in the granting of trust powers and providing 
procedure for their surrender. 

Reconstruction Finance Circular No. 211, April 1936, giv- 
ing information as to the granting of catastrophe relief loans 
for the reconstruction or rehabilitation of property injured 
or destroyed by natural catastrophes during 1935 and 1936. 

Special regulations of the Federal Housing Administration, 
April 1936, governing insured loans for catastrophe relief 
under Title I of the Federal Housing Act. 

GEORGE E. ANDERSON 
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How to Build the 
Trust Prospect List 


panies which, for good reasons (or 

what then appeared to be good 
reasons) or through necessity, discon- 
tinued their advertising are planning on 
renewing the attack. They have wit- 
nessed a decided shrinkage in their new 
business record during the period in 
which their fields were allowed to lie 
fallow. They sense that never have their 
services been more valuable to people— 
never has their market been as ripe for 
development. But before they can move 
to take advantage of the situation, they 
are confronted with the problem of de- 
termining who, today, are the logical 
prospects for trust service? Where will 
they be found? Their former prospect 
lists are obsolete and worse than useless. 

Advertising can be effective only 
when it goes to those who have the need 
for and capacity to purchase the service 
or product it promotes. Trust business is 
destined for a highly selective field. The 
market for personal trust business is 
definitely limited to people of property 
—perhaps 3 to 5 per cent of the adult 
population. Yet, while this percentage 
may appear small, it offers an ample 
field for successful operation. 

The following paragraphs will dis- 
cuss the major sources for securing 
names of prospects. This procedure 
should produce a list of names of men 
and women whose estates will contain 
assets of $25,000 or more and who are 
prospects for the trust department. If 
smaller accounts are welcomed or if the 
minimum desired is greater, then the 
requirements set forth may be made 
more or less stringent to fit the case. 

Trust business is based on confidence. 
It is logical that those who already en- 
trust their cash to an institution’s care 
will have greater confidence in it than 
those who carry their accounts else- 
where. The next important element in 
securing trust accounts is “contact”, 
and again there will be more frequent 
contact with a bank’s customers than 
with outsiders. So it follows that ordi- 
narily about 75 per cent of trust busi- 
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\ the present time many trust com- 


ness will come from present customers 
and 25 per cent from outside sources. 
Consequently the first step in compiling 
the prospect list is to sift the bank’s 
records and segregate the names of cus- 
tomers who could use fiduciary service: 

(1) List all safe deposit boxes over the 
minimum price. Ask the vault custodian 
to list eligibles from minimum boxes. 

(2) List all safekeeping customers— 
$5,000 or more of bonds. 

(3) List all bond department cus- 
tomers who have bought new (not 
traded) $5,000 or more in bonds in the 
past two years. 

(4) List customers of trust depart- 
ment who are not using full services. 

(5S) List and classify savings cus- 
tomers with over $1,000 on deposit. 

(6) List and classify checking cus- 
tomers with balances over $500, plus 
names known to be good prospects 
though with smaller balances. 

(7) List officers of companies which 
have their main accounts in the bank. 

(8) List the bank’s officers, directors 
and major stockholders. 


SAFE DEPOSIT CUSTOMERS 


YOU will find the safe deposit list one 
of the most valuable. The custodian, 
therefore, should be asked to eliminate 
only those whom he has reason to be- 
lieve have nothing. 

To the savings department manager 
should be pointed out the distinction 
between activity and average balance. 
A savings account that goes up to 
$1,500, down to $1,020.15 and repeats 
regularly indicates a buyer of good 
bonds, while a $10,000 balance that col- 
lects interest twice a year may be an in- 
heritance put there as an investment 
with nothing else behind it. 

All commercial department balances 
over $500 should be considered. Savings 
and safe deposit lists can be checked to 
have balances in the commercial de- 
partment indicated if they are not on 
the $500-deposit list. 

Some banks have safekeeping apart 
from trust. Such customers can be 


By ALBERT JOURNEAY 


Vice-president, The Purse Company, 
Chattanooga, Tennessee 


listed where securities held amount to 
more than $10,000. 

Many banks retain on their prospect 
lists the names of people who, while us- 
ing partial trust service, still are pros- 
pects for other fiduciary business. For 
example, an agency customer would be 
considered an excellent prospect for a 
will or an insurance trust. The benefi- 
ciaries of substantial trusts are also 
prime prospects. 

One of the most important sections of 
the list is that developed from corpora- 
tion balances of over $5,000 or $10,000, 
where these balances represent the com- 
pany’s main account. The officers of 
these companies are frequently prime 
trust prospects, even though their per- 
sonal accounts may be in another bank. 
Such a list has especial value where the 
advertising is coupled with personal 
solicitation. One especially competent 
trust representative has been successful 
in the practice of starting at the top of 
an organization and working downward 
through the official family. Where the 
president or other major executive has 
seen the wisdom of protecting his estate, 
his example carries great weight with 
his associates. In one large company this 
trust man has been able to secure over 
60 separate and worth-while pieces of 
business. Obviously, if the salesman’s 
path is prepared by proper advertising 
his chances of success are far greater 
than they would otherwise be. It is a 
much simpler matter to secure action 
from an informed prospect whose desire 
and interest have already been aroused. 

Earlier the value of “contact” was 
mentioned. Every bank official and 
many employees will have among their 
friends or acquaintances a number of 
people who possess substantial property 
and are logical trust prospects. Some of 
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these will be customers, some will be 
non-customers. If the purpose of the list 
is explained to them, officers, directors, 
large stockholders and department 
heads will gladly furnish a selected list 
of such people. Not only will this serve 
to produce an excellent addition to the 
prospect list, but it will cause the officers 
to take a more personal interest in 
the trust department’s new business 
efforts. 

The most important source of pros- 
pects who are not present customers of 
other departments is found in the public 
records. These records, as their name 
implies, are open to public inspection 
and are readily accessible. Their most 
valuable data are: 

(1) Names of property owners as- 
sessed $25,000 or over. 

(2) Names of people paying an in- 
come tax indicating income greater than 
$10,000. 

(3) Heirs receiving substantial be- 
quests from estates. 

(4) Prominent lawyers, life un- 
derwriters, morticians and clergymen. 


PROPERTY-OWNER PROSPECTS 


SOME recent surveys indicate that real 
estate comprises 20 per cent to 30 per 
cent of the average estate. If, therefore, 
we list all persons who are assessed on 
property values in excess of $25,000 it 
can be assumed, even if we allow an 
ample mortgage indebtedness, that they 
will have worth-while estates. If a fur- 
ther limitation is required, prospects 
from this source may be limited to those 
residing in certain sections. 

While income tax records are not pub- 
lic, some banks have been able to secure 
lists of people who earn substantial in- 
comes. Such an index of wealth is not in- 
fallible, for not all people who earn 


large incomes retain any considerable y 
part of them. Keeping up with the} 
Joneses is still popular. Women, how- § 


ever, receiving large incomes may be as- 
sumed to have worth-while estates, and 
the names of men with large incomes 
will often yield much. 

Inheritance tax records, which are 
public, will indicate the names of heirs 
to substantial estates. They afford ex- 
cellent prospects. 

There are numerous companies en- 
gaged in the business of furnishing mail- 
ing lists of different classifications. In 
the main, because of the selectiveness of 
the trust field, these lists are not of great 


value in compiling the prospect list. § 


Occasionally, however, such a list as, for 
instance, one of residents of the city 
with estates of over $100,000 or over 
$50,000 may serve as a check against 


the trust company’s list. It will con- 
tain some names that have been over- 
looked and that deserve checking. The 
established mailing list concerns exer- 
cise great care in compiling these lists 
and usually guarantee them to be ac- 
curate within reasonable limits. 

There are certain names, which, while 
they may not always represent in them- 
selves good trust prospects, still should 
appear on a sound trust list. These are 
the names of people who may favorably 
influence the flow of trust business to an 
institution. They are regarded as cen- 
ters of influence and comprise the fol- 
lowing groups: 

The local bar association usually has 
available a roster of all practicing law- 
yers. This group is especially important 
for through their relationship with cli- 
ents and through the fact that they 
draft most wills and trust agreements, 
they can direct to or turn from the trust 
company more business than any other 


group. 


me 
Ww) 


The list of life insurance men should 
be selective. Not over one out of ten can 
ever be expected to influence desirable 
business. General agents should be in 
the list; agents who have directed in. 
surance trusts or wills to the depart- 
ment in the past, and agents known to 
be big producers can all be included 
profitably. The names of those under. 
writers who have secured the degree of 
“Chartered Life Underwriter” are espe- 
cially desirable. 

When all of the above sources have 
been searched, the various lists should 
be cross-checked to eliminate dupli- 
cation. What remains is the master 
list. 

A prospect list, carefully compiled, is 
a valuable asset worth many times its 
cost of preparation. To maintain its 
value it must be carefully kept up to 
date. If this is not done it will soon con- 
tain much dead wood and will cause the 
waste of many an advertising dollar 
that might otherwise be employed. 
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Letter from 


of Philadelphia 


the First National Bank 


T’S hard to believe Recordak econ- 

omies until you see them become a 
fact in your own bank. And Recordak 
Service is available without one cent of 
capital outlay. Recordak is leased at a 
moderate monthly charge, not sold. 


Savings up to 45% in per item cost... 
50% in supplies ...90% in storage space 
are made regularly in Recordak banks. 


Recordak has made such savings in 
many banks similar to yours. Send us 
the details of your departmental opera- 
tions, and let us explain how easily the 
Recordak can be adapted to your re- 
quirements. Let us show you what it can 
do for you. Recordak Corporation (sub- 
sidiary of Eastman Kodak Company), 
350 Madison Avenue, New York City. 


Entrance and Interior of the First National Bank of Philadelphia 


Recordak 
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Canada 
Turns 


North 


By J. H. SIMPSON 


Canadian Bank of Commerce, 
Seattle, Washington 


had to make more violent adjust- 

ments in its economic life since 1929 
than has Canada. They are adjustments 
of which the world as a whole is not 
aware. The more picturesque happen- 
ings in Canada of recent years, such as 
those for which Papa Dionne and 
Premier Aberhart are responsible, have 
filled the news columns of the world’s 
press to the exclusion of matters funda- 
mentally more important, such as, for 
instance, the economic adjustment 
which has resulted in Canada’s mineral 
exports’ taking first place over agricul- 
tural products—an undreamt-of possi- 
bility before the war. 

The country in which the writer grew 
up as a boy was a country of “Go west, 
young man!” Canada was to be the 
bread basket of the world. A half-sec- 
tion of prairie was the objective of the 
younger sons of the Ontario farms, and 
the city slickers from Montreal and 
Toronto opened real estate offices in the 
new western towns and sold lots far 
into the setting sun. The railroads and 
the banks kept opening up the wheat 
lands, creating a problem of over-ex- 
pansion which, today, the railroads are 
finding it harder to adjust themselves 
to than are the banks—for it is easier to 
close a branch bank than to discontinue 
a branch railroad. 

The bread basket was just a dream— 
a dream which ignored the other bread 
baskets. And for a time it seemed as if 
the end of the dream might be Canada’s 
end, or, at least, that wheat might do to 
Canada what nitrates did to Chile. 
But a world which does not want—or at 
least will not pay for—Canada’s wheat 
wants and will pay for Canada’s gold 
and Canada’s nickel. Incidentally the 


4 


[ is doubtful that any country has 


fact that the latter product is in greater 
demand than wheat and flour is a some- 
what grim fact, for as bread is the staff 
of life so it might be said that nickel is 
the rod of death. But’be this as it may, 
the world wants Canada’s gold and 
nickel, and in the 12 months ending 
August 31, 1935, she exported $88,- 
000,000 of gold and $30,000,000 of 
nickel. Of all metals, in that twelve- 
month, she exported $205,000,000, as 
compared with $186,000,000 of all 
agricultural and vegetable products. 

“Go West, young man!” has changed 
to “Go North, young man!” For the 
rush to the mining industry has moved 
Canada’s frontier ever farther into her 
vast sub-Arctic regions. Until this ac- 
tivity started—and it took $35 gold to 
get it well started—Canada’s far North, 
save for some desultory fur trapping, 
was about as economically useful as 
Admiral Byrd’s Little America. Out- 
side of the Peace River district, back 
of Edmonton, Alberta, where successful 
farming has been carried on for many 
years, Canada, to all intents and pur- 
poses, stopped at the 47th parallel in 
the east and at the 53rd in the west. 
The “top half”, or more, of the coun- 
try was just a large red mass on the 
map, important only as a statistic in the 
enormous area of the empire on which 
the sun is said never to set. 

But if, as seems likely, the mad quest 
for gold has just started, all this bleak 
hinterland, much of it accessible only 
by airplane, is destined to provide work 
for many thousands of people—and 
dividends for many other thousands. 
Dividends from Canadian mines have 
not, it is true, sky-rocketted since 1931. 
They have merely doubled. But so far 
there are only 32 dividend-paying 
mines. In two years’ time this total 
should be doubled. 

And so young Canadians are pushing 


The “‘business section”’ of Gold Bridge, 

B. C., scene of revived activity in an old 

mining field. The author says that 

‘Canadian banks are never far behind 

the pioneer.”” The center building, 

above, is the local office of the Canadian 
Bank of Commerce 


into the lake-studded North, and be- 
side the swift rivers and around the 
deep lakes are opening up ever more 
seams of the precious yellow metal. 
Month by month more weirdly named 
“N.P.L.” (No Personal Liability) com- 
panies are listed on the market in 
Toronto, which market is now the 
world’s mining centre. The names indi- 
cate the romance, the far-away-ness of 
the ventures—Pickle Crow, Little Long 
Lac, McKenzie Red Lake, Stadacona 
Rouyn, Chibaugamau Prospect, God’s 
Lake, Sheep Creek, Towagamac Ex- 
ploration. The terminology of gold- 
mining has broadened since the Yukon 
days with their repetitious Bonanzas 
and El Dorados. 

A hard life? Well, yes. But so is farm- 
ing on the prairie. No part of Canada, 
for that matter, is any place for the 
lover of dolce far niente, and particu- 
larly north of 53 hard work is the lot of 
the Canadian. Although the airplane 
and the radio have ameliorated the lot 
of the pioneer to quite an extent, Robert 
Service could sing of the new Canadian 
frontier, as he sang of the old, “Send 
not your foolish or feeble, send me 
your strong and your sane.” Which is 
all very much to the good for Canada, 
because if modern urban life has be- 
come too soft for mankind’s own good, 
life at Chibaugamau or Michipicoten 
contains elements which will offset a 
lot of effeteness. 

A lot of effeteness, too, is worked out 
of the Cana- (CoNnTINUED ON PAGE 62) 
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THE FOUNDERS 
OF OUR COUNTRY 
were among the founders of 


MUTUAL INSURANCE 


@ We are doubly indebted to two of the gentlemen 
who signed the Declaration of Independence... 
John Morton and Robert Morris. Almost a quarter 
of a century before the signing of that great docu- 
ment, these men were members of that significant 
Philadelphia group who met to form the first 
Mutual fire insurance company in America! 

The plan of these men was to protect themselves 
from loss by fire... to protect their own homes, in 
their own time. But the important and very fortu- 
nate fact is that these 18th Century Americans 
planned so well that their plan survived, in all its 
wisdom, to benefit Americans of the 19th and 20th 
centuries as well! 


This principle behind Mutual fire insurance can 
be simply stated: it is nothing more nor less than a 
plan which definitely provides the greatest pos- 
sible protection at the lowest possible cost. Mutual 
fire insurance companies are organized and oper- 
ated for the good of their policyholders exclusively. 
Their constant effort is to reduce the cost of the in- 
surance by reducing the losses. To this end, Mutual 
fire insurance accepts only the better risks, and then 
follows-up with intelligent fire prevention work 

—— among its policyholders. These measures produce 


ea ~ —— substantial savings which are returned to the poli- 
cyholders at the end of each year—year after year! 


Specifically . . . the 75 selected members of the 
Federation of Mutual Fire Insurance Companies, 
with billions of dollars worth of insurance in force, 
have returned more than $135,000,000 to their policy- 
holders in the past ten years. A list of these Federation 
companies, and a most interesting and readable 

booklet, will be sent to you upon request, with 

no obligation whatever. 


FEDERATION OF 
This seal identifies a member company of The Federation \S Zz j MUTUAL FIRE INSURANCE COMPANIES 


of Mutual Fire Insurance Companies and the American 


MUTUAL FIRE INSURANCE 


An American Institution 
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CALENDAR 


The Spring Meeting 


E annual Spring Meeting of the 
Executive Council, American Bank- 
ers Association, held at The Home- 

stead, Hot Springs, Virginia, was the 
largest Council gathering in the history 
of the Association. The total registra- 
tion of members and others was 421. 

Reports of various Association de- 
partments and groups, presented during 
the three-day session, April 27-29, re- 
flected the varied activities of the 
organization in serving the country’s 
banks. President Robert V. Fleming, 
discussing the work of the past year 
particularly in regard to banking legis- 
lation, emphasized that the chief pur- 
pose of the Association was to effect a 
better feeling in the public mind and a 
better understanding of banking. Excel- 
lent contacts have been maintained, he 
said, with officials who deal with bank- 
ing matters at Washington in connec- 
tion with the formulation of regulations 
issued under the banking laws. Mr. 
Fleming mentioned especially collabo- 
ration with the Federal Reserve gov- 
ernors in developing practical and 
workable regulations. 

One of the many interesting reports 
presented to the Council came from the 
Economic Policy Commission, through 
its chairman, Colonel Leonard P. Ayres, 
vice-president of the Cleveland Trust 
Company. This report, entitled “The 
Probable Duration of This Low Inter- 
est Rate Period,” presented the general 
conclusions that “the prevailing low 
levels of interest rates are primarily due 
to the existing huge excess reserves of 
member banks, and that a contributing 
factor operating to keep them low is 
found in the large volume and slow 
turnover of demand deposits in the 
banks.” 

“The volume of excess reserves,” the 
report continued, ‘‘could be reduced or 
increased by gold exports or imports, or 
by various different actions which might 
be taken by the Federal Reserve author- 
ities, or by the Treasury Department. 
We consider it unlikely that there will 
soon be gold exports of such magnitude 
as largely to decrease the excess re- 
serves. Moreover, it seems improbable 
that the Administration and the Fed- 
eral Reserve authorities will take, or can 
safely take, the steps that would sharply 
reduce the excess reserves of banks, and 
result in materially higher interest rates, 
until the Government is well on the way 
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toward balancing its budgets, and has 
refunded most of its short term debt. 

“With long continued business im- 
provement Federal borrowings will pre- 
sumably be progressively reduced and 
finally terminated. While those devel- 
opments are under way the volume of 
demand deposits will be continuously 
increasing as long as deficit financing is 
being done. This must result in a con- 
tinued slow rate of turnover of demand 
deposits despite business recovery. The 
conclusion from these premises is that 
even with continued business recovery, 
and good progress toward budget bal- 
ancing, and the refunding of most of the 
short term Federal debt, the levels of 
bank interest rates may be expected to 
continue at low levels intermediate be- 
tween those now prevailing and those 
we formerly considered as normal, unless 
Federal action is taken to reduce excess 
reserves, or unless prices in general rise 
far above present levels, and above 
those that prevailed in the years just 
before the depression.” 


A Banking Message 


ROBERT V. FLEMING, President 
of the American Bankers Association, 
talked to a radio audience about bank- 
ing in an address over the nationwide 
network of the Columbia Broadcasting 
System on the evening of April 22. 

Mr. Fleming called attention to the 
fact that the present banking system 
differs in many respects from that of 
10 years ago; new operating methods, 
new laws and new customs are now in 
evidence everywhere. 

“Tf the bankers, the governmental 
authorities of the state and the nation, 
and the general public,” he said, “work 
together in an understanding manner, 
each group assuming its share of re- 
sponsibility, there is no question in my 
mind but that we shall develop a far 
more stable and serviceable banking 
system than we have ever known.” 

Bankers have no desire to shirk their 
duties, and have been endeavoring, 
Mr. Fleming asserted, to do their full 
share in this cooperative effort. They 
recognize the need for meeting new 
problems with “new thinking and new 
activity.” The Association held its 
recent series of regional conferences 
in order to make its educational and 
research services more readily available 
to the country’s banks, and has re- 
ceived cooperation from state and local 


groups of organized bankers who plan 
to carry on this work in their own 
localities. 

With regard to over-chartering, Mr. 
Fleming said banks alone could not do 
much to overcome this evil without 
subjecting themselves “to the accusa- 
tion of being narrow-minded, selfish 
and afraid of competition.” 

“Tt is apparent, therefore,” he con- 
tinued, “that this phase of the responsi- 
bility for a sound banking system, in a 
large measure, must rest with the pub- 
lic and with the governmental authori- 
ties. I earnestly urge that you lend your 
support to those public officials who 
would maintain high standards for 
chartering new banks, or the licensing of 
branches where the needs of the com- 
munity do not justify their existence.” 

The bankers of the United States, 
Mr. Fleming concluded, “are prepared 
to meet their responsibilities for a 
sound banking structure, and, recogniz- 
ing the fairness of the American people 
when they understand, it is the aim 
of the American Bankers Association 
to promote a thorough understanding 
of banking and its functions. In this 
undertaking we seek the helpful coop- 
eration of the people of this nation.” 


Organized Banking 


VARIOUS aspects of present day bank- 
ing were discussed by Tom K. Smith, 
First Vice-president, American Bankers 
Association, in recent addresses to con- 
ventions of state bankers associations. 

Mr. Smith, who is president of the 
Boatmen’s National Bank, St. Louis, 
spoke at Hot Springs on May 21 to the 
Arkansas bankers; at Memphis on May 
20 to the joint meeting of the Tennessee 
and Mississippi organizations; at Tulsa 
on May 8 to the Oklahoma association; 
and at Kansas City, Missouri, on May 5 
to the joint meeting of the Kansas and 
Missouri groups. 

In his Hot Springs address Mr. Smith 
reported on the study of the postal sav- 
ings system being made by the Associa- 
tion’s Banking Studies Committee, of 
which he is chairman. Results of this 
survey, when complete, will be presented 
to the Federal authorities, he said, “in 
an impartial manner and not in the heat 
of political controversy.’’ Questions to 
which answers are being sought include: 
whether there is a present need for the 
system along the lines of its original 

(CONTINUED ON PAGE 48) 
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U. S. National Bank Bldg. 


Recapture LOAN VOLUME 


thru Lawrence System 


FIELD WAREHOUSING 


No other instrument of credit offers such potentialities in loan 
volume combined with safety and profit as the creation of 
commodity paper against inventory through field warehousing. 


BILLIONS of dollars worth of raw mate- 
rials and finished products representing 
a tremendous part of the current assets 


of American business are 
rendered immediately avail- 
able as security through 
field warehousing. 

Through Lawrence System 
you can recapture loan vol- 
ume that has been usurped 
by finance companies fac- 
tors, long term credit ad- 
vances by financially strong 
suppliers and producers. 


Plant Inventories 
We Have Field Warehoused 


Canned Goods . . . At the Canneries 
Dried Fruit . . . . At Packing Plants 
In Brine Tanks 

At Dealers and Mills 

In the Booms 

. In Field Storage Tanks 

In Mill Yards 

Groceries . . . . At the Wholesalers 
Airplanes . . Where They Are Made 
At Tanneries 

In Elevators 

On Coal Docks 

In Brewery Vats 

In Aging Tanks 

At Mills 

At Distilleries 


Plus Scores of Other Products 
Stored in Factory Rooms, Bins, 
Vats, Tanks, Yards, Docks, etc. 


Through Lawrence System your cus- 
tomer has a bonded warehouse estab- 
lished right on his own premises for 


his convenience and your 


protection. 


The aggresive development 
of field warehousing credits 
by wide awake bankers is 
developing new accounts 
and increasing borrowings 
of present customers in 
surprisingly large volume 
at satisfactory PROFITS. 


Copies of the pamphlet, “Warehouse Receipts as Collateral,” are 
obtainable free, postage paid, from any of our offices, on request. 


[AWRENCE 


FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN'S ASSOCIATION-——SINCE 1916 


JAWRENCE WAREHOUSE (OMPANY 


NEW YORK 
52 Wall Street 


PORTLAND, ORE. 


CHICAGO 


One North LaSalle 


SPOKANE, WASH. 
155 S. Stevens 


A. T. GIBSON, PRESIDENT 


BUFFALO 
Liberty Bank Bidg. 


HOUSTON 
Second National Bank Bidg. 


SAN FRANCISCO 


Santa Fe Bidg. 


LOS ANGELES 
W. P. Story Bidg. 


HONOLULU, T. H. 


37 Drumm St. 
DALLAS 


Dillingham Transportation Bidg. 


“CERTIFIED” ON CHECKS. . “LAWRENCE” ON WAREHOUSE RECEIPTS 
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CALENDA R—Continued 


purpose; whether it should be continued 
in areas where banking services are now 
adequate; and whether the system is 
making it difficult for F.D.I.C. mem- 
bers to pay the corporation assessments 
and maintain earnings sufficient to keep 
them in a sound position. 

In his series of speeches Mr. Smith 
took up fundamental changes affecting 
bank management which have come 
during the past four years, including 
establishment of the Federal agencies, 
and explained how the American Bank- 
ers Association is endeavoring to serve 
banking institutions. At Memphis he 
referred to the Association’s current 
study of the Government organizations 
and said that one point being considered 
was whether some emergency agencies 
had fulfilled their function and should 
be liquidated, “for we believe that it is 
useless to continue emergency organiza- 
tions if the emergency for which they 
were established has passed away.” 

At Tulsa Mr. Smith discussed partic- 
ularly Federal deposit insurance, point- 
ing out that the presence of the F.D.I.C. 
in the banking structure placed on bank- 
ers, the Government and the public an 
obligation that did not exist a few years 
ago. The public must see to it that the 
over-chartering of banks is not permit- 
ted in the future. 

At Kansas City he said the executive 
officers of the Association believed that 
“legislation of a national character af- 
fecting banking is behind us, at least for 
the time being,” although “every intel- 
ligent banker knows that we have many 
perplexing problems ahead of us which 
will require study, experience and ever- 
lasting cooperation to solve.” 


The A.I.B. Convention 


UPWARDS of 1,500 delegates are 
expected at the 34th annual convention 
of the American Institute of Banking, 
which takes place at Seattle, Washing- 
ton, June 8-12. Six special trains will 
convey members to the convention city 
from all parts of the country. 

Highlights on the program include 
the tenth annual National Public 
Speaking Contest for the A. P. Giannini 
Educational Endowment prizes, which 
is scheduled for the evening of June 8. 
The subject this year is “The Relation- 
ship of Bank Credit to Business Re- 
covery”’. Eight contestants, selected in 
local and regional eliminations, will 
compete for four cash prizes—$500 for 
first place, $300 for second, $200 for 
third, and $100 for fourth. 

Another feature of the Institute’s 


annual gatherings is the debate. Chap- 
ter teams participating in this event are 
chosen through a series of pre-conven- 
tion elimination contests held during 
the preceding year. The topic for the 
1936 discussion is “ Resolved, That the 
Constitution Should Be Amended to 
Permit the Centralized Control of 
Industry”. The debate takes place on 
the evening of June 9. 

The first general meeting is sched- 
uled for the morning of June 9 when 
the speakers wil! be Lyman E. Wake- 
field, president, First National Bank 
and Trust Company, Minneapolis, and 
Fred N. Shepherd, Executive Manager, 
American Bankers Association, New 
York. Annual reports of Institute 
officers and national committee chair- 
men will be received during this session. 
Eight departmental conferences take 


place in the afternoon. Other confer. 
ences for discussions of Institute work 
are on the program for June 10 and 11. 

The caucuses for national officers for 
the coming year will be held on the 
evening of June 11. Results of the 
election will be announced the following 
day when the closing general session 
takes place. The principal speaker at 
this meeting is Bruce R. Baxter, presi- 
dent of Willamette University in Salem 
Oregon, whose topic is “The Man Who 
Comes Through”’. 

Delegates will have an opportunity to 
visit various industrial plants in Seattle 
on the afternoon of the last convention 
day. Social events on the program in- 
clude a reception by local bankers, a 
trip to Vancouver, and the annual ball. 

Maynard W. E. Park, assistant 

(CONTINUED ON PAGE 50) 


CONVENTIONS 


A.B.A. Meetings 


June 8-12 34th Annual Convention of the 
American Institute of Banking, 
Olympic Hotel, Seattle, Wash- 
ington 

Graduate School of Banking, 
Rutgers University, New Bruns- 
wick, New Jersey 

A.B.A. Convention, St. Francis 
Hotel, San Francisco, California 


June 22- 
July 3 


Sept. 21-24 


State Associations 


June 1-3 
June 7-12 


Iowa, Des Moines 

North Carolina, cruise to Ber- 
muda on board S. S. “‘Reliance’’, 
sailing from Norfolk, Virginia 
Rhode Island, Rhode Island Hos- 
pital Trust Company, Providence 
Massachusetts, New Ocean House, 
Swampscott 

Oregon, Portland 

Vermont, Samoset Club, Morris- 
ville 

Idaho and Washington (Joint 
Convention), Davenport Hotel, 
Spokane, Washington 

Virginia, The Cavalier Hotel, 
Virginia Beach 

Colorado, Colorado Hotel, Glen- 
wood Springs 

New York State, The Sagamore, 
Bolton Landing 

Utah, Bryce Canyon 

Wisconsin, Hotel Schroeder, Mil- 
waukee 

Connecticut, Country Club of 
Waterbury, Waterbury 

Maine, Poland Springs 

West Virginia, The Homestead, 
Hot Springs, Virginia 

Wyoming, Casper 

Michigan, Grand Hotel, Macki- 
nac Island 

Minnesota, Duluth Hotel, Du- 
luth 

Montana, Old Faithful Inn, Yel- 
lowstone National Park 


June 10 
June 11-13 


June 12-13 
June 13 


June 18-19 


June 18-20 
June 19-20 
June 20-22 


June 22-23 
June 22-24 


June 23 


June 26-27 
June 26-27 


June 26-27 
June 26-29 


July 
July 24-25 


1-3 


Group Meetings 


June 
June 
Sept. 


Group 4, Colorado, Durango 
Group 5, Colorado, Alamosa 
Savings Banks Association of 
Maine, Breakwater Court, Ken- 
nebunk Port, Maine 
Massachusetts Savings Banks 
Association, New Ocean House, 
Swampscott 

Savings Banks Association of the 
State of New York, Waldorf- 
Astoria Hotel, New York 


Sept. 


Sept. 


Other Organizations 


June 4-6 Mid-Western Regional Meeting, 
Association of National Adver- 
tisers, French Lick Springs, 
Indiana 

Annual Legal Meeting, Robert 
Morris Associates, Skytop Club, 
Skytop, Pennsylvania 

National Association of Credit 
Men, Richmond, Virginia 
National Association of State 
Insurance Commissioners, St. 
Paul, Minnesota 

Annual Convention of Advertis- 
ing Federation of America, Hotel 
Statler, Boston, Massachusetts 
National Security Traders Asso- 
ciation, Los Angeles, California 
Third World Power Conference, 
Washington, D. C. 

Financial Advertisers Associa- 
tion, Nashville, Tennessee 
American Transit Association 
and Affiliates, White Sulphur 
Springs, West Virginia 

Morris Plan Bankers Association, 
The Homestead, Hot Springs, 
Virginia 

Mortgage Bankers Association, 
Hotel Peabody, Memphis, Ten- 
nessee 

Annual Meeting of Association 
of National Advertisers, White 
Sulphur Springs, West Virginia 
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June 


June 


June 9-12 


June 28- 
July 2 
Aug. 46 
Sept. 7-12 
Sept. 14-17 
Sept. 20-23 


Sept. 21-23 


Oct. 7-9 
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--YET 
WAGES 
RISE” 


W. can offer no better evidence of the 
efficiency of George S. May Management Engin- 
among whom are some of the foremost indus- 
trial concerns of North America. 


eering Service than the testimonials of outstand- 
ing executives who have used that service and 


profited by it. Our files contain hundreds of May Service opens new avenues for profit 


such endorsements. 


The Chicago Casket Co., is only one of more 
than thirteen hundred satisfied May clients, 


through an efficient control of all factors which 
influence profits. It benefits every department, 
from front office to shipping room. 


WRITE OUR NEAREST OFFICE FOR **MAY FACTS’? NOS. 1 to 15 


GEORGE S$. MAY COMPANY 


CHICAGO: 2600 North Shore Avenue NEW YORK: 122 East 42nd S#. 
SEATTLE: 747 Dexter Horton Building HUGO, OKLA.: P. O. Box 43 
CANADA: George S. May, Ltd., 18 Toronto Street, Toronto 
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CALENDAR — Continued 


cashier, Federal Reserve Bank of Kan- 
sas City, and president of the Institute, 
will preside at the general meetings. 

Invitations for the 1937 convention 
have been extended by St. Paul and 
Fort Worth. 


State Association Activities 
MISSOURI 


F. LEE MAJOR, vice-president of the 
Boatmen’s National Bank, St. Louis, 
is the newly elected president of the 
Missouri Bankers Association. Other 


officers are: vice-president, C. A. Wis- 
dom, cashier, Farmers & Merchants 
Bank, Green Ridge; treasurer, W. T. 
Kemper, Jr., vice-president, Linwood 
State Bank, Kansas City; secretary, 
W. F. Keyser, Sedalia; assistant secre- 
tary, E. P. Neef, Sedalia. The 1937 con- 
vention will be held May 10, 11, and 12. 


LOUISIANA 


THE following officers will serve the 
Louisiana Bankers Association during 
the coming year: President, W. B. 
Jacobs, vice-president and cashier, First 
National Bank, Shreveport; vice-presi- 
dent, Frank Dimmick, president, Bank 


CONTINENTAL 
ILLINOIS 


NATIONAL BANK 
AND 


TRUST COMPANY 


of 


CHICAGO 


231 SOUTH LA SALLE STREET 


Known as a bankers’ bank in 


all States of the Union 


Member Federal Deposit Insurance Corporation 


of Sunset & Trust Company, Sunset: 
secretary, W. B. Machado, assistant 
vice-president, The Hibernia National 
Bank, New Orleans; treasurer, T. G. 
Nicholson, president, First National 
Bank, Gretna. 

The association at its annual conven- 
tion at Monroe approved an appropria- 
tion for extensive constructive customer 
relations work. It also created a commit- 
tee of five bankers to be known as the 
“bank research committee”. A resolu- 
tion deplored the annual license tax on 
state banks and requested the governor 
and legislature for relief so that these 
institutions would be placed on an equal 
footing with national banks in this re- 
spect. Another resolution, favoring in- 
stallation of a modern state police sys- 
tem, was sent to the governor-elect 
with a request that he submit the mat- 
ter to the Louisiana legislature. 


GEORGIA 


OFFICERS of the Georgia Bankers As- 
sociation for the year 1936-37 are: 
president, Lee S. Trimble, vice-presi- 
dent and cashier, Georgia Railroad 
Bank & Trust Company, Augusta; vice- 
president, H. Lane Young, vice-presi- 
dent and executive manager, Citizens & 
Southern National Bank, Atlanta; sec- 
retary, Haynes McFadden, Atlanta; 
treasurer, Freeman Strickland, assistant 
vice-president, First National Bank, 
Atlanta; general counsel, Orville A. 
Park, Macon. 

Georgia representatives of the Ameri- 
can Bankers Association are: member 
Executive Council, E. H. Davis, presi- 
dent, Albany Exchange National Bank; 
vice-president for Georgia, E. P. Pea- 
body, president, National Exchange 
Bank, Augusta; member Nominating 
Committee, W. S. Elliott, vice-president 
and cashier, Bank of Canton; alternate 
member Nominating Committee, J. S. 
Kennedy, vice-president, First National 
Bank, Atlanta. 


The Northwest Conference 


THE Northwest Banking Conference, 
held April 9-11 at the State College of 
Washington, Pullman, brought together 
bankers, educators and economists from 
Montana, Idaho, Washington and Ore- 
gon for a discussion of banking legisla- 
tion, inflation, interest rates and bank 
investments. 

The conference, reports the North 
Pacific Banker, was a “pronounced suc- 
cess” and sentiment is in favor of hold- 
ing another. 

“The idea was,” says this publica- 
tion, “to have all Northwest repre- 

(CONTINUED ON PAGE 60) 
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here are No Steels in NATIONAL SURETY TOWN 


CIENCE has told us much about the physical world we 
WJ live in. It is man himself—the individual—who is the 
last frontier. Under the stress of modern life he may 
react in unexpected ways. 

But employers and employes who live in National 
Surety Town, whether on Bank Street, Commerce Street 
or Railroad Avenue, live in the day-lit security provided 
by Fidelity Bond protection. Only those with honorable 
records are bonded. There are no dark streets in 
National Surety Town. 

Fidelity Bonds are a tribute to employer and employe, 
alike. National Surety representatives everywhere, 
themselves picked men, are selling Fidelity protection, 
plus safeguards against forgery, burglary and many 
other dangers. 


NATIONAL SURETY CORPORATION 
VINCENT CULLEN, PRESIDENT oe New York 


© N.S.C., 1936 
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Government Lending Agencies 


bbe Committee on Banking Studies 
of the A.B.A. recently distributed 
to officers of state bankers associations 
copies of a compilation of facts regarding 
Government lending agencies. 

This is the first completed output of 
the Subcommittee of the Committee on 
Banking Studies appointed to conduct a 
survey of Government lending activities 
and their relation to banks. Supple- 
mental material is under preparation. 

Copies of loose-leaf binders contain- 


ing outlines of all important Govern- 
ment lending agencies have been sent 
to presidents, vice-presidents, and 
secretaries of every state bankers asso- 
ciation and to committees of three men 
appointed by state associations to assist 
in the collection and distribution of 
data pertaining to lending activities of 
the Government. 

Initially, the agencies have been out- 
lined in a uniform style to bring out 
essential points concerning them, 


GENERAL 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power and heat- 
ing equipment; GMC 
trucks; BEDFORD, 
VAUXHALL, OPEL, 
BLITZ—foreign made 
automotive vehicles. 


MOTORS ACCEPTANCE 


GMAC 


GENERAL MOTORS 
TIME PAYMENT 


PLAN 


CORPORATION 


The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise. Capital employed 
is in excess of $80,000,000, 
supplemented principally by short 
term borrowings. 

In obtaining such short term 
accommodation, GMAC issues one 
standard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 
EXECUTIVE OFFICE NEW YORK BRANCHES IN PRINCIPAL CITIES 


ESTABLISHED MARCH 24, 1933 


RESOURCES EXCEED 
$350,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


chiefly: where their lending funds origi- 
nate, what the Government puts into 
them and receives in return, to whom 
and for what the money is lent, and 
what policies of lending are followed. 
Agencies outlined in the binder in- 
clude Farm Credit Administration, 
Federal Land Banks, Federal Farm 


Mortgage Corporation, Federal Inter- 


‘mediate Credit Banks, Production 


Credit Corporations, Production Credit 
Associations, Banks for Cooperatives, 
Federal Credit Unions, Resettlement 
Administration, Federal Home Loan 
Bank Board, Federal Home Loan 
Banks, Federal Savings and Loan Asso- 
ciations, Federal Savings and Loan 
Insurance Corporation, Home Owners’ 
Loan Corporation, Federal Housing 
Administration, Reconstruction  Fi- 
nance Corporation, R.F.C. Mortgage 
Company, Federal Emergency Admin- 
istration of Public Works, Rural Elec- 
trification Administration, Commodity 
Credit Corporation, Tennessee Valley 
Authority, Export-Import Banks, Elec- 
tric Home and Farm Authority and 
Federal Reserve Bank Loans to In- 
dustry. A number of other minor agen- 
cies are briefly treated. 


MORE DATA TO FOLLOW 


THE Committee on Banking Studies 
expects to follow developments in the 
Government lending field over a period 
of several months in order to obtain a 
broad picture of the situation. No at- 
tempt will be made for the time being 
to reach conclusions about the Govern- 
ment’s activities. Supplemental mate- 
rial will be sent out to recipients of the 
binders at regular intervals. This in- 
formation will attempt to cover the 
field completely and to keep up to date 
on all important details. 

The Committee has asked the state 
bankers associations to cooperate in 
gathering essential facts from every 
part of the country regarding the effect 
of Government lending in those areas 
and to provide information showing 
what policies banks are following in 
similar fields and how they are adapting 
their practices to meet whatever Gov- 
ernment competition may exist. State 
associations also have been asked to 
help circulate the facts which are 
brought to light through all the means 
at their disposal, such as state publica- 
tions, speakers at state conventions, 
group meetings, etc. State associations 
have shown exceptional interest in the 
survey and are cooperating fully. 
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DP of a 


check books for his bank—by 
sacrificing 25% in quality. 


gentleman skating on 


Two years ago he might have 
felt comfortable in doing so. 

T H | N | Cc ft Any saving of this sort would 
have seemed to be an aid to 
better earnings. 


But since then he has come to 
realize something of the im- 
portance of checks and station- 
ery as creators of good will, 
among customers and the gen- 


eral public. 
He is thinking that possibly a 


year from now the president of 
a leading company may say to 
the treasurer: “You know, it 
seems to me our bank is shav- 
ing things a little too fine. They 
install activity charges, and ex- 
pect us to keep a good balance 
with them, and that’s all right. 
But confound it, I don’t see 
why we can’t have a decent 
grade of checks.” 


He knows that less emphatic 
criticisms than this have led to 
the loss of valued accounts be- 
fore now. And so he hesitates. 
He feels that he is on thin ice. 


In your own bank, what is 
the attitude? Do your checks 
and stationery make friends 


for you? 


This advertisement is 


THE INSTITUTE OF 
sponsored in the interests 
of be- BANK STATIONERS 


tween banks and public. 
120 WALL STREET, NEW YORK 
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Some Social Security Beginnings 


jew British building societies, fore- 
bears and counterparts of our own 
building and loan associations, are 
having a centenary this year. One 
hundred years ago July 14 Parliament 
passed an act that gave them legal 
status and extended to them the laws 
governing the famous “friendly socie- 
ties” to which they had long borne a 
close relationship. Notice of the anni- 
versary is taken by The Economist of 
London. 


Cooperative finance, as a reflection 
of man’s desire to provide mutual as- 
sistance in meeting economic problems, 
has a long history. It has been a social, 
even more than a financia!, movement, 
and it has served many countries well. 
Some students have noted examples of 
cooperative enterprise in China about 
200 B.C., but many centuries were to 
elapse before the pressure of economic 
change, exerted through the Industrial 
Revolution, intensified such activities. 


Security of B.O.F Attracts 


Bank Building Insurance 


an) 
BAL 


BE) 


This picture shows Mr. Doty and the Hippodrome 
Building, of which he is manager 


Economy Feature Attractive 


‘to Managers of ALL Types 


of Big Buildings 
“RECEIVED $3,250 IN DIVIDENDS” 


—Reports Charles E. Doty, Manager 
Hippodrome Building, Cleveland, Ohio 


The roster of big bank buildings insured 
by the Building Owners Federation includes 
five in downtown Chicago alone, and others 
in principal cities throughout the country. 
These banks, together with hundreds of 
other property owners, are securing the con- 
venience and economy that has character- 
ized the operation of the B.O.F. throughout 
the eighteen years it has been the official 
insurance carrier of the National Associa- 
tion of Building Owners and Managers. 


Dividends to Policyholders 
Increased to 40% 


As specialists in the field of insurance on large 
fireproof buildings, the B.O.F. has developed 
an engineering and inspection service that has 
proven its effectiveness in preventing losses. 
This, coupled with the fact that policyholders 
are “‘preferred risks’ to begin with, has made 
possible the substantial dividends paid to 
policyholders each year, which in 1935 were 
increased from 25% to 40% of the premium. 
Charles E. Doty, manager of the Cleveland 
Hippodrome Building, a B.O.F. policyholder, 


writes, ‘“We have already received $3,250 in © 


dividends, which is one reason why we are in- 
creasing our B.O.F. coverage.” 


Complete Proposal Without 
Obligation 


We will gladly submit a complete proposal 
without obligating you in any way. Simply 
send your inquiry to the address below. A rep- 
resentative will give you full details. 


BUILDING OWNERS FEDERATION 


OF MUTUAL FIRE INSURANCE COMPANIES 


JAMES 


4750 SHERIDAN ROAD ° 


S. KEMPER, Manager 
CHICAGO, U. S. A. 


BRANCH OFFICES MAINTAINED IN PRINCIPAL CITIES 
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Because the movement in America 
was directly influenced by and pat- 
terned after cooperative undertakings 
in England and Scotland, it is interest- 
ing to recall briefly the British back- 
ground, beginning with the friendly 
societies. 

These organizations, which appear to 
have roots in the old guilds, were formed 
as associations of working people whose 
chief purpose was to assist each other 
in meeting the economic emergencies 
of life. The societies were numerous 
by the middle of the 18th century; 
their members made periodic contribu- 
tions to a common fund so that, in time 
of need, they might receive sickness 


| allowances, payments for funeral ex- 


penses, annuities, financial protection 
against fire, and other benefits. The 
associations throve so vigorously that 
by the end of the 18th century they 
numbered approximately 7,000, multi- 
plying even more rapidly during the 
earlier part of the 1800’s, which saw an 
active expansion of cooperative prac- 
tice. 

The movement gradually assumed 
various forms. One type of organization 
eventually developed was the order, 
familiar later in America as the fraternal 
order—the ‘Independent Order of 
Odd Fellows”, the “Ancient Order of 
Foresters”, etc. 


BUILDING SOCIETIES 


COOPERATIVE activity in the inter- 
ests of home construction and owner- 
ship came inevitably. When it started is 
obscure, but the first record of a British 
building society is the organization of 
a group at Birmingham on December 3, 
1781. Its members bought shares, ac- 
quired land and had the privilege of 
building homes from the fund accumu- 
lated by their share payments. Appar- 
ently the plan worked well and was 
widely adopted, for the societies became 
numerous in the next few decades, espe- 
cially in the industrial North of Eng- 
land. 

The middle of the 19th century 
found the British movement undergoing 
change. Whereas the earlier societies 
built and financed homes, their descend- 
ants of the next generation or two con- 
fined themselves largely to granting 
financial aid to member-builders. Also, 
the associations began to accept funds 
from investors, thus acquiring the char- 
acter of savings institutions. 

Since the World War the movement 
in Great Britain has undergone its 
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greatest growth and considerable trans- 
formation. Large societies, although not 
crowding out the small, have extended 
their services on nationwide lines. 
At present, observes The Economist, 
they comprise the largest of the British 
institutions that cater mainly to the 
small investor. 

At the end of 1934 the movement had 
total assets of £555,000,000 compared 
with £355,000,000 in the Post Office 
Savings Bank, £393,000,000 in national 
savings certificates, and £96,000,000 
in the trustee savings banks. 

The American beginnings of “build- 
ing and loan” came considerably later 
than in England. On January 3, 1831, 
“sundry inhabitants of the borough 
of Frankford (Pennsylvania) and its 
vicinity” met at the inn of one Thomas 
Sidebotham “for the purpose of form- 
ing an association to enable the con- 
tributors thereof to build or purchase 
dwelling houses.” They called their 
organization the “Oxford Provident 
Building Association of Philadelphia 
County”; it is recognized as the pioneer. 


THE OXFORD PROVIDENT 


THE founders included two Frankford 
manufacturers who, as natives of Eng- 
land, were familiar with what the build- 
ing societies had done for wage earners 
there. The British plan, naturally 
enough, was used as the model for the 
first American association. Thirteen 
trustees, serving without pay, had the 
responsibility for its affairs. The sub- 
scribers, largely textile workers, were 
permitted to buy not more than five 
shares of $500 par value, and were re- 
quired to make monthly payments of 
$3 on each share, with a membership 
fee of $5. The sum thus received was 
available for loans to members who 
could borrow $500 for every share held; 
it was provided, however, that accom- 
modations should go to the highest 
bidder. The first loan was granted to 
Comly Rich, on April 11, 1831, who 
offered a $10 premium for an advance of 
$375. 

Shares of the Oxford Provident ma- 
tured in 10 years, but the association 
was succeeded by two others of similar 
name. Meanwhile, the movement at- 
tracted attention elsewhere, slowly at 
first, then more rapidly. In History of 
Building and Loan in the United States, 
edited by H. Morton Bodfish and pub- 
lished in 1931 by the United States 
Building and Loan League, there is an 
account of the movement’s earlier years. 
Cooperative thrift, directed toward 
the goal of home ownership, appealed 
strongly to a country that was entering 
the revolutionary transition from agri- 
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culture to industry and that had been 
brought up from national infancy on 
the teachings of Poor Richard. 

When the Frankford association had 
been in existence five years, we are told, 
a group of Brooklynites traveled to 
the borough—soon to become part of 
Philadelphia—to study its operation. 
The New Yorkers, upon their return, 
founded the Brooklyn Building and 
Mutual Fund Loan Association. 

It was not until the 1840’s that other 
communities in the Philadelphia area 
took up the plan. Milestown, German- 
town and then Philadelphia itself 
formed associations, although their es- 


tablishment came two years and more 
after 1843 when the movement is be- 
lieved to have started in South Carolina, 
where it was apparently introduced by 
persons who got the idea from England. 

Maryland, New Jersey, Illinois and 
Connecticut were other states that had 
associations by 1849; one was organized 
in Chicago in that year, although it was 
not chartered until 1851. The spread 
of the movement into the West followed 
the push of population; it was carried, 
as the League’s history points out, by 
people “who had witnessed or experi- 
enced benefits of such institutions in 
eastern communities.” 
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Factors which make the 


FIRST 


NATIONAL 


a desirable Correspondent 
in CHICAGO 


The experience gained in more 
than seventy years of conserva- 


tive banking. 


Complete facili- 


ties, with an organization 
coordinated to render prompt 
and efficient service. 


The day-to-day value of an 
account with a bank, which 
since 1863 has had the business 
and the confidence of many of 
the best known banks, firms 
and corporations. 


Correspondents are invited to 
use the comprehensive facilities 
of this complete banking 


organization. 


The First National 
Bank of Chicago 


Member Federal Deposit Insurance Corporation 
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Catastrophe Relief Loans 


“Poses GRESS has passed legislation 
making available the facilities of 
the Federal Housing Administration 
and the Reconstruction Finance Cor- 
poration in the handling of credits for 
the rehabilitation of areas affected by 
catastrophes. 

The Federal Housing Administrator, 
under an amendment, known as Section 
6, to Title I of the National Housing 
Act, is authorized to insure financial 
institutions against loss up to 10 per 


cent on loans made prior to January 1 
next to owners or lessees of real prop- 
erty for the restoration of property 
and equipment damaged or destroyed 
by earthquake, conflagration, tornado, 
cyclone, hurricane, flood and similar 
disaster during the years 1935 or 1936. 

The R.F.C. is empowered to make 
similar loans to corporations, partner- 
ships, individuals, municipalities, or 
political subdivisions of states. The 
corporation determines from the cir- 


NTEGRITY to Match Your Own 


Your depositors look to you for 


sound, conservative counsel in 
business affairs. Such counsel is a 


large part of your stock in trade. 


Many prominent bankers 
throughout America, have turned 
to Standard of Detroit, for their 
own casualty insurance and bond- 
ing protection . . . have suggested 
Standard to their depositors for 
bonds and casualty protection. 


In Standard of Detroit they have, 
indeed, found an integrity to 
match their 


. this 52 


own.. 


national company has promptly 
paid more than $147,000,000 in 
claims: extends its sure protec- 
tion to over a million persons. 


More than 6700 experienced in- 


surance counselors represent 
Standard of Detroit, and even 
your own insurance agent or 
broker can write your business. 
in this strong company. 

Standard agents will welcome 
your enquiries; will gladly coop- 
erate with you in arranging in- 
surance and bonding programs 
tailored to 


your deposi- 


cumstances in each case whether the 
proposed rehabilitation is “useful or 
necessary”, and whether the loan js 
properly secured. Applications can be 
filed at the R.F.C. agency in which the 
damaged or destroyed property is |o- 
cated. The loans bear interest at 4 per 
cent annually. 

Special regulations have been issued 
in connection with the F.H.A. catastro- 
phe relief credits. It is provided that a 
loan can be made for the purchase of 
equipment or machinery provided it is 
to restore, rehabilitate, rebuild or re- 
place equipment or machinery that was 
destroyed or damaged by flood, tor- 
nado, etc. The new machinery or equip- 
ment must be for a use similar to that 
of the property replaced. 

“For example,” says a communica- 
tion to financial institutions from L. R. 
Gignilliat, Jr., deputy administrator, 
“an old-fashioned refrigerator which 
has been destroyed may be replaced by 
a modern up-to-date refrigerator. How- 
ever, since the installation of a washing 
machine or range cannot be considered 
to be the replacement of a refrigerator, 
the washing machine or range would 
not be eligible in this case for purchase 
with the proceeds of a Section 6 loan; 
but a washing machine or range inay be 
purchased to replace a damaged or 
destroyed washing machine or range.” 


NEW CONSTRUCTION 


A LOAN can be made for new construc- 
tion involving replacement of improve- 
ments on real property damaged or 
destroyed by flood, tornado, etc. The 
new structure must be in the same lo- 
cality—defined as the general trading 
area—as the old one, and Title I loans 
cannot be used for moving an industry 
from one of these areas to another. 
Loans for new construction can be 
made up to $2,000 on any type of 
property, and up to $50,000 on Class A 
types, namely, multi-family houses, 
hotels, business buildings, industrial 
plants, churches, etc. 

“Tt should be clearly understood,” 
says Mr. Gignilliat, “that these Section 
6 loans are for individuals on property 
affected by flood, tornado, etc., and 
do not cover specific areas—in other 
words, an individual living in an af- 


INSURANCE COMPANY Deitoit 


fected area cannot obtain a new con- 
struction loan if his property was not 
damaged by flood, tornado, etc., during 
the years 1935 or 1936. In such cases, 
loans must be made only under the 
general modernization credit plan.” 
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year old inter- tors’ needs. 


Kinds of Insurance written: Automobile . Personal Accident and Sickness * 


Burglary 


Holdup . General Liability Plate Glass . and Fidelity and Surety Bonds 


sq 


CHASE 


Service to Correspondent Banks 


INVESTMENT CHECKINGS 


IN ADDITION to its securities safekeeping service 
and its facilities for the execution of purchase and 
sale orders, the Chase is helpful to correspondents 


in a number of other ways. 


Correspondents frequently seek information about 
commercial paper or acceptances which they are 


considering for investment. 


Such inquiries are immediately brought to the 
attention of the Chase officers directly in charge 


of the bank’s own investment portfolio. 


These officers welcome the opportunity to check 
investments for correspondents and exchange in- 
formation and opinions on matters of investment 
policy. 

THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Cooperative Customers 


always a pleasure,” remarked 


the savings banker, “to work with 
a customer who handles his personal 
finances intelligently. The story of our 
‘bank stock man’ is a case in point. 
“We gave him that nickname be- 
cause at frequent intervals during the 
past year or two he has been question- 
ing our investment service department 
about bank shares. Did we think such 
and such a bank was well managed? 
What was it earning? What were its 


prospects? What was its competitive 
position? 

“Each time he’d ask about a differ- 
ent bank. We gave him all the informa- 
tion available in the various advisory 
service manuals, but didn’t attempt 
any recommendations. 

“We were particularly interested in 
him because he never volunteered any 
facts about himself, nor did he say that 
he wanted to buy the stocks he asked 
about. He’d listen carefully to what we 


Durable Copper and Brass 
in building increase 


INVESTMENT VALUE 


Copper, brass and bronze cannot rust. Their use in home 
construction frees the houseowner from the repair and 
replacement expenses which inevitably follow the instal- 
lation of rustable metals in exposed service. Copper, brass 
and bronze, by preserving the useful life of the house, en- 
hance its value as an investment. 

Such products as copper or brass water pipe, copper 
sheet metal work, Everdur Metal hot water tanks, bronze 
screening and bronze hardware cost so little more than 
temporary, rustable metals that they are far superior in 
terms of service per year per dollar. 


THE AMERICAN BRASS COMPANY 


Anat 


General Offices: Waterbury, Connecticut 
Offices and Agencies in Principal Cities 


Anaconda Copper & Pats 


told him, thank us politely, and leave 
without any comments whatsoever. 
Many customers, you know, generously 
distribute their own opinions. Not this 
fellow. He kept his ideas to himself, Ajj 
we knew about him was that he kept a 
comfortable balance with us; we sur- 
mised, from his appearance, that this 
account was a little nestegg and that he 
was hardly a person of wealth. 

“One day the manager of our service 
department mustered up courage to 
ask him some questions. Would he mind 
telling what use he was making of the 
information he had been getting? Was 
he buying bank stocks? 

“The answers came readily enough, 
although our manager was hardly pre- 
pared for them. This, in substance, is 
what the man said: 


INFORMATIVE BANKS 


“HE got out of the stock market early 
in 1929 with $100,000. It went immedi- 
ately into the savings banks—several 
accounts, of course. In 1930 he began 
to wonder whether he shouldn’t start 
buying and asked his banks—ours 
among them—what they thought. They 
all agreed there was no hurry. He waited 
a year, and again got the same advice. 
He was tempted again in 1932 when 
many people seemed to think bottom 
had been reached, but didn’t succumb. 

“A couple of years ago he recognized 
an opportunity. He’d always liked bank 
stocks and they looked pretty cheap. 
So he began coming into our bank to 
get all the background he could on the 
ones he was partial to. When he was 
satisfied with a situation he’d buy some 
stock—50 shares of this one, 25 of that 
one, 15 of another, and so on. He hada 
$50,000 investment in the banking in- 
stitutions of his city. 

“Our manager asked whether he had 
all his money in bank equities. Not he. 


| $50,000 was in Government bonds. 


“One thing troubled him. He was 
alone in the world—hadn’t a relative. 
He thought probably he’d leave his 
estate to charities—could we recommend 
some good ones? 

“Well, we mentioned a few, and we 
also suggested that he make a will. 
Yes, he knew he should, and had in- 
tended to do so. 

“That, as it happens, was only a few 
days ago. So far as we know, the will 
hasn’t been made yet, but the next 
time he calls we’ll remind him of it. It’s 
never a task to cooperate with and help 
a customer who cooperates with us.” 
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[INSURANCE 


perhaps we should eall it 


PERSONNEL PROTECTION 


HE scope and thoroughness of IRM fire-pre- 

vention inspections make for a new form of 
life protection —one which saves lives instead of 
exposing property owners to the hazard of pay- 
ing for them... . 


There are, even in properties of superior construc- 
tion, opportunities to correct minor deficiencies— 
unprotected exposures and cut-offs, open 
switches, uncovered lights and numerous 
other seemingly unimportant fire hazards 
often unnoticed by owner or manager. 
Each may have a decided bearing on the 


IMPROVED 


75 Fulton Street, New York 


fire insurance rate . . . . and on public safety. 


IRM specializes in selecting superior risks and sug- 

gesting, when necessary, reasonable changes that 

will improve property insurancewise. Inspections 

by fire-prevention engineers, selective under- 

writing, conservative investing, and group econ- 

omies have developed IRM to its present strong, 
nationwide position. . . . These same ad- 
vantages have enabled policyholders to 
receive further savings of 25% of their 
premiums each year since the formation 
of the IRM group. 


Risk MUTUALS 


the IRM group of old established, legal reserve companies: 


Central Manufacturers’ Mutual Insurance Co., Van Wert, Ohio 

Grain Dealers National Mutual Fire Insurance Co., Indianapolis, Ind. 
Indiana Lumbermen’s Mutual Insurance Co., Indianapolis, Ind. 
Lumber Mutual Fire Insurance Co., Boston, Mass. 

Lumbermen’s Mutual Insurance Co., Mansfield, Ohio 

Michigan Millers Mutual Fire Insurance Co., Lansing, Mich. 

Mill Owners Mutual Fire Insurance Co, of Iowa, Des Moines, lowa 


Millers Mutual Fire Insurance Assoc. of Illinois, Alton, Ill. 

Millers Mutual Fire Insurance Co., Fort Worth, Texas 

Millers Mutual Fire Insurance Co., Harrisburg, Pa. 

National Retailers Mutual Insurance Co., Chicago, IIl. 
Northwestern Mutual Fire Assoc., Seattle, Wash. 

Pennsylvania Lumbermen’s Mutual Fire Insurance Co., Phila., Pa. 
Pennsylvania Millers Mutual Fire Insurance Co., Wilkes-Barre, Pa. 


Western Millers Mutual Fire Insurance Co., Kansas City, Mo. 
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CALENDAR 
(CONTINUED FROM PAGE 50) 


sentative seats of learning and all 
Northwest representative banking insti- 
tutions in evidence upon this program. 
And this was fitly carried out. It is to be 
hoped that this concept of joint meet- 
ings and conferences between bankers 
and economists, between men behind 
the counter and men who are instilling 
banking principles into the minds of 
those entering business and through 
whom correct principles can be extended 
into a wider popular field, will not be 
considered merely emergency measures.” 


Savings Banks Conference 


OUTSTANDING economic questions 
of the day were considered at the con- 
ference of the National Association of 
Mutual Savings Banks, held May 13-15 
at Atlantic City, New Jersey. Carl M. 
Spencer, president of the Home Savings 
Bank, Boston, was elected president of 
the Association, succeeding Robert C. 
Glazier, president of the Society for 
Savings, Hartford, Connecticut. 

Approximately 1,000 delegates, in- 
cluding officers and trustees of mutual 
savings banks in 18 states, attended the 
conference. The program included dis- 
cussions of the national social security 
program, mortgages, railroad affairs, 
fire insurance, taxation, and investment 
problems. 

M. A. Linton, president of the Provi- 
dent Mutual Life Insurance Company 
of Philadelphia, told the conference 
that the most dangerous feature of the 
old age pension program was the antici- 
pated large excess of income over outgo 
which might lead either to “‘a dangerous 
liberalization of the benefits or to a 
program of unsound Governmental 
spending.” The full implications of the 
Social Security Act, he asserted, have 
not been brought home to the average 
person. 

Harold J. Staples, treasurer of the 
York County Savings Bank, Biddeford, 
Maine, and chairman of the Associa- 
tion’s Committee on Extension of the 
Savings Bank System, reported that 
the draft of a model mutual savings 
bank law would soon be available as a 
result of studies conducted by the 
committee. 


I. B. A. Educational Work 


THE educational department of the 
Investment Bankers Association of 
America is planning to increase its 
services to the investor in response to 
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the new requirements created by pres- 
ent conditions, said Orrin G. Wood of 
Boston, association president, in an- 
nouncing appointment of David Dill- 
man as educational director. 

The investor, Mr. Wood pointed out, 
is confronted with many new problems, 
and the Association feels that its ac- 
tivities in the field of education are 
probably more important now than 
ever before. 

Mr. Dillman, economist and financial 
writer, has been staff economist of 
Business Week. Previously he was an 
instructor in corporation finance and 
investments at Northwestern Univer- 
sity. For many years he served on the 
Chicago Journal of Commerce. 

P. A. Walters, vice-president of Stone 
& Webster and Blodget, Inc., in Chi- 
cago, is chairman of the association’s 
committee on education. 


A Michigan Banker 


ROBERT B. Locke, president of 
the American Institute of Banking, 
1921-22, and long prominent in Michi- 
gan banking, is secretary-treasurer of 
the Life Insurance Company of Detroit, 


formed to take over the business of the 
old Detroit Life Insurance Company, 
Mr. Locke, who began his financial 
career with the Old Colony Trust 
Company of Boston, became manager of 
the Detroit Clearing House Associa- 
tion in 1916, organizing a country 
check collection department that later 
was the nucleus of the Federal Reserve 
transit department. 

He was made manager and director 
of the Detroit Federal Reserve branch 
in 1919, resigning in 1923 to become 
vice-president of the Merchants Na- 
tional Bank. He has had numerous 
other bank executive positions in De- 
troit, and recently has been connected 
with Government financing operations 
in Washington. 


Robert Morris Associates 


THE annual legal meeting of the 
Robert Morris Associates takes place 
at the Skytop Club, Skytop, Pennsyl- 
vania, on June 6 and 7. Officers and 
directors to serve for the next year will 
be elected. Alexander Wall, of Lans- 
downe, Pennsylvania, is in charge of 
arrangements. 


For the Paperweight Championship 


ELDERMAN IN THE WASHINGTON POST 
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Discounting Merchants’ Paper 


r is the banker who is alert to the op- 
portunities existing in his community 
—the opportunities for loans—who is 
running a profitable bank today. 

Country bankers seem all too re- 
luctant to recognize the radical change 
that has taken place in banking. Until 
a few years ago most banks lacked suf- 
ficient deposits to take care of the 
normal demand for credit from their 
regular customers. Now the picture is 
reversed. For the first time in the history 
of American banking, the banker, partic- 
ularly the country banker, must get 
out and sell the credit facilities of his 
institution; and he must do so without 
lowering in any way his standards of 
security. 

Along this line there is one thing that 
the more progressive and aggressive in- 
terior bankers are doing to insure the 
operation of an increasingly profitable 
institution. 

These bankers are going out of their 
banks and selecting the merchants in 
their towns who have experienced a 
serious decrease in their business due to 
the fact that they can no longer afford 
to “carry” customers. Many mer- 
chants who have been operating on a 
credit basis for years have found, during 
the past 12 months, that they must 
either operate on a cash basis or not at 
all. When they change to a cash basis 


N. Y. C. OF C. PRESIDENT 


Winthrop W. Aldrich, chair- 

man of the board of the Chase 

National Bank, has been elec- 

ted president of the Chamber 

of Commerce of the State of 
New York 


they find that their volume of business 
is cut. 

Situations like that are made to order 
for the alert banker. He goes to these 
merchants and works out a plan whereby 
the bank rediscounts notes the merchant 
takes from his customers. The result is 
that the bank is able to add materially 
to its bills receivable, and therefore 
to its income, and the merchant is 
able to expand the volume of his own 
business. 


Ordinarily these notes are on an 
amortized basis and the bank after buy- 
ing the paper deals directly with the in- 
dividual signers. It is also a strict rule 
that the merchant must call the bank 
before he takes a note which he expects 
to rediscount, giving the bank the name 
of the potential customer. The institu- 
tion then makes a check on the individ- 
ual’s credit reputation, employment, 
etc., and reports to the merchant. 

FRED C. CROWELL 


DEPOSITOR 
SATISFACTION 


DEMANDS CONTROL 
OF DETAILS 


Depositor satisfaction rests upon 
the foundation of complete service 
in every detail. Bank depositors 
expect such minute attention to de- 
tails from the bank they select. 
Protop-PANTAGRAPH Checks indi- 
vidually designed for each bank 
and offering the protection of the 
hidden “voids” that develop when 
chemical alteration is attempted are 
an evidence of your attention to de- 
tail. Ask the Todd man to demon- 
strate. Offices in principal cities. 
Country- wide imprinting service. 


TheTodd Co., — 
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Canada Turns North 


(CONTINUED FROM PAGE 44) 


dian bank clerks whe follow the dia- 
mond drill into the frozen North, open- 
ing branches, sometimes in rude huts, 
sometimes in tents. For the Canadian 
banks are never far behind the pio- 
neer. 

Another of the less obvious benefits of 
the gold mining activity lies in the fact, 
not always realized, that building a 
profitable gold mine results in new 
wealth without any displacement of 


old wealth. A gold mine has no com- 
petitors. California citrus fruit pro- 
ducers may benefit at the expense of 
Florida, or vice versa, trucking may in- 
jure the railroads, beer in cans may be 
detrimental to beer in bottles, but one 
gold mine cannot put another gold 
mine out of business. And so long as 
they both can scrape the necessary 
minimum of profitable recovery—now, 
at $35 an ounce, down to the seemingly 
absurd figure of a quarter-ounce to the 
mined ton or even less—every dollar 


Old Republic’s 


* Simple, practical plan of insuring 


Personal Loans against 


the death of borrowers 


Covers the bank 100% on the unpaid balance. 


Covers the endorser or co-maker 100% on unpaid 


balance. 


Covers the borrower's family 100% on unpaid 


balance. 


Casts the bank nothing to install and operate. 


Adds to Personal Loan Department's earnings. 


Is a proved good-will builder. 


Commercial banks with Personal Loan Departments or 


contemplating entering the Personal Loan field, are invited 


to consult with us. Our broad experience in serving banks 


and Personal Loan companies is available without cost or 


obligation. Simply write to 


Old Republic 


Credit Life Insurance Company 


Pioneer in adapting Credit Life Insurance 


to commercial bank needs 


221 North La Salle Street, Chicago 


that those gold mines spend in wages 
supplies, taxes or dividends is new 
wealth without alloy. 

The writer has before him, as he 
writes, the 1935 statement of one of the 
“junior golds”, as they call them in 
Toronto, a company operating in the 
wilds of northern Manitoba where, in 
1925, there was nothing but rock and 
muskeg. Today the company proudly 
points to a model town of 500 people, 
with electric light, water, telephone, 
school, central heating and even a 
badminton hall. And in addition to 
paying the modest dividends that the 
semi-proved junior golds usually pay, 
it disbursed last year $661,016.34 in 
the payment of wages and the purchases 
of supplies. It is a better way to get and 
spend $661,000 than by taking the sum 
out of the pockets of present or future 
taxpayers. The gold mining industry 
as a whole is justified in its plea for 
non-intervention by government and 
for reasonable, if not indeed prefer- 
ential, taxation. And, as a matter of 
fact, the new budget of the Canadian 
Government has a provision exempting 
any Canadian metal mine, coming into 
operation before 1940, from all income 
taxes for a period of three years. In 
addition a general guarantee is given 
the mining industry that no discrimi- 
natory taxes will be levied against it 
while the present government is in 
office. 


THREE OTHER METALS 


SO far we have talked chiefly of gold. 
But there is also the trinity of mining— 
silver, lead and zinc, produced in 
Canada last year to a total of over $30,- 
000,000, and there is copper, $32,000,- 
000, and nickel, $35,000,000. 

The nickel situation, next to the 
gold, is the most interesting. While the 
uses of nickel as a commercial metal 
have been vastly increased, the product 
is still primarily the basis of arma- 
ments. And, as everybody knows, 
Canada dominates the nickel world. On 
the principal of the ill wind, etc., it 
therefore becomes obvious that the 
world’s poison is Canada’s meat. 

A lot of people, in Canada as else- 
where, have lost money in mining 
stocks and will continue to lose money. 
Not all prospects turn out to be mines 
and—in non-gold ventures—not all 
mines can continue to sell their product 
at a profit. 

But the point is that Canada, hewing 
conservatively to gold (save for the 
nickel bonanza) is finding a substitute 
for her unwanted wheat, and is develop- 
ing that substitute with all the re- 
sources and courage at her command. 
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FOR A. ny 
OAN AND DISCOUNT PLAN 


Liability ledgers of three different loan and discount posting 
plans are illustrated. Each was posted completely, including 
all typewritten description, on a Burroughs Loan and Dis- 
count Machine. No matter what posting plan you are using 
there is a Burroughs that exactly fits the work and will post 


Burroughs Loan and 
Discount Machine 


a separate balance 
for maker (direct) 
and endorser (indirect) 
liability. 
) On this ledger only 


| This ledger shows 


direct liability is 

posted and another 
sheet is used for in- 
direct liability. 


Here the ledger has 
4 5 separate balances 

(endorser, time se- 
cured, time unsecured, 
demand secured, de- 
mand unsecured) anda 
combined balance of all. 


Under these or any 
other loan and dis- 
count posting plans, a 
Burroughs posts all 
records neatly, eco- 
nomically and accu- 
rately. 


NAME 
ADDRESS 


THE ARNOLD CO 
THE ARNOLD CO 
THE ARNOLD CO 
THE ARNOLO CO 
JAMES SMITH 
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THE ARNOLD CO 
486 LIGHT BLDG. 


all records neatly, accurately and economically. 


Special 


Burroughs features speed up and simplify the posting. 


Call our nearest office for details 


BURROUGHS ADDING MACHINE COMPANY 


FORM 


AUTHORIZED LINE OF CREDIT 
19 $— 


= BR 
47.61| J SMITH 
47.91 
3295 


Name R B WILLIAMS 
Address 2846 TURNER AVE., 
BURROUGHSVILLE, MICH 


DETROIT, MICHIGAN 


LIABILITY LEDGER 


SMITH 


NAME 
36 ADAMS AVE. 


ADDRESS 4 


DIRECT LIABILITY 
The First National Bank 


ENDORSER OR COLLATERAL 


R B WILLIAMS 
R B WILLIAMS 
R B WILLIAMS 


LIABILITY LEDGER 


SHEET 


Sheet No. 
Authorized of Credit 


2736 350000 


3,500.00 | MAY 2736 1,000.00 
JN 2636 3,150.00 


5 
15,500.00 
15,635.78 
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4 
Old Number | New Number 
1.82 
1.82 7.26 MAY 26 3,500.00 
12.82 JUL 27 1,000.00 
JUL 27 2,150.00 
1 
MAY 1 1,000.00 1,000.00 FEB 1:36 1,000.00 
7 500.00 500.00 MAR 2 36 500.00 
1.98|7 JUN 1 5,000.00 5,000.00 MAR 2 36 
| 1.55|7 DEM 10,000.00 10,000.00 MAR 636 
3.00|7 JUN 5 135.78 135.78 WR 136 
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AND IT WAS WORTH IT 


Morris Plan’s flexibility, moderate rates, large volume 
and considerate methods of serving borrowers and 
comakers did not grow overnight. It took a quarter 


of a century to attain these results. 


Through membership in this Association, Morris Plan 


institutions are able to exchange, in confidence, their 


experiences with various types of loans; their methods 


of cutting costs and expeditious handling of all appli- 


cations; their operating efficiencies and safeguards. 


For these reasons, you as a banker, will find it advan- 
tageous to refer to your local Morris Plan institution 
those borrowing applicants whose needs are best served 


by specialized Morris Plan facilities. 


MORRIS PLAN BANKERS ASSOCIATION 


with which is affiliuted the Industrial Bankers Association, Inc. 


800 East MAIN STREET + RICHMOND, VIRGINIA 


This series of advertisements is sponsored 
by Morris Plan institutions in 84 cities, 


Ambition as 
Collateral 


Ho“ often should a country banker 
make a personal inspection of the 
livestock on which his bank holds 
chattel mortgages? This type of col- 
lateral is too often in poor condition for 
the good of the average note case. 

There is a way to improve conditions 
and not a hard way, either. It worked 
perfectly in Caddo County, Oklahoma, 
for the Bank of Cyril. Three years ago 
that bank made a complete checkup of 
its chattel mortgages, which revealed 
that the local community had let its 
livestock situation run down to a point 
where livestock farming was actually 
unprofitable. 

The bankers urged the school board 
to hire a vocational agriculture teacher 
for the local high school, and the board 
agreed. It was further decided that the 
community’s farmers could best be 
reached through their sons. 

In starting this program, the bank 
intended to make it a 12- to 15-year 
enterprise. But results have been so 
satisfactory and seem so bright for the 
future that the bank would not drop the 
idea under any circumstances. 

The farm boys are invited to the 
bank, individually, of course, and are 
asked whether they are really interested 
in farming—whether they are willing 


SAVINGS BANKERS 


Carl M. Spencer, president of 
the Home Savings Bank, Bos- 
ton, was elected president of 
the National Association of 
Mutual Savings Banks at its 
annual conference 


PICTURES 
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to work if they are given the opportu- 
nity to get ahead and accumulate prop- 
erty of their own. If they have the right 
spirit and sufficient enthusiasm, the 
bank finances them in their school 
projects of livestock raising. They are 
given a small start, because the boys 
are too likely to try more than they 
can handle. But if they show willingness 
and interest the bank continues to help 
them. 

Loans to the boys are made entirely 
separate from any loans their fathers 
may have. Sufficient credit is given to 
each one to buy a calf or a hog or some 
sheep, which the boy feeds under the 
direction of the vocational teacher and 
then takes to the livestock show. The 
proceeds from the sale of the animals 
at the show enable the boys to finance 
similar projects during the next year, 
the bank lending them enough to buy 
an additional calf or hog. By the time 
they are through school their herds are 
of sufficient size to put them through 
agricultural college and by the time 
they are through college they will, with 
good management, have sizable herds of 
their own and can start farming for 
themselves. 

This practice during the past three 
years, although it started out slowly, 
has furnished the Bank of Cyril with a 
large number of loans. Every one of 
them has been fully paid with interest, 
and the boys have always had money 
remaining for the purchase of additional 
stock. 


RESERVE CITY BANKERS 


Richard R. Hunter was chosen 
president of the Association of 
Reserve City Bankers at its 
recent convention. Mr. Hunter 
is vice-president of the Chase 
National Bank, New York 


In 28 New York State 


communities 


THE business man frequently finds his 
bank a fruitful source of business infor- 
mation. The more extensive its contacts, 
the greater the bank’s usefulness. 


Perhaps your business activities include 
New York State, the wealthiest market 
in this country. Available to you are the 
facilities of Marine Midland banks with 
offices in 28 Empire State communities. 


The Marine Midland banks’ knowledge 
of the New York State area extends well 
beyond the communities they serve. 


RESOURCES OVER $450,000,000 


MARINE MIDLAND BANKS ARE LOCATED IN 


NEW YORK CITY BUFFALO ROCHESTER BINGHAMTON 
NIAGARA FALLS TROY JAMESTOWN WATERTOWN 
LACK AWANNA LOCKPORT OSW EGO N. TONAWANDA 
BATAVIA ENDICOTT CORTLAND JOHNSON CITY 
TONAWANDA MALONE ALBION MEDINA 

EAST AURORA CORINTH AVON ALEXANDRIA BAY 
WEBSTER MIDDLEPORT SODUS SNYDER 


Inquiries should be addressed to Marine Midland Trust Co., New York City 
or to Marine Trust Co., Buffalo, N.Y. 


Vembers Federal Deposit Insurance Corporation 


PACH BROS. 


er 
the 
olds = 
col- 
\ Z 
ons, = a 
of 
its 
oint 
ally 
ard 
cher 
ard 
the 
be 4 
ank 
rear 
the 
the 
the 
are 2 
ted 
ing 
; 3 
IG June 1936 65 


Investment Trust Study 


E Government, through the Se- 
curities and Exchange Commission, 
is on its way to find out how many 

investment trust concerns there are in 
the country and how much money they 
represent. Perhaps, also, it will be able 
to find out exactly what an investment 
trust, as known in American financial 
parlance, really is. No one knows at 
present. 

The first difficulty the research divi- 
sion of the S. E. C. encountered in be- 
ginning this study was the question as 
to what constitutes an investment trust, 
where the line is to be drawn between 
it and other investment concerns, 
holding companies, security affiliates, 
instalment finance companies, non-de- 
posit banks if such a concern can be rec- 
ognized, or even insurance companies. 
The most casual examination of the 
situation developed the fact that in- 
stitutions calling themselves invest- 
ment trust companies or known as such 
in the trade are engaged in all these 
activities. 


LACK OF DATA HERETOFORE 


PRACTICALLY nothing has been 
known of these institutions as a national 
group, since they come under no Federal 
banking laws and few states have 
statutes governing them such as those 
controlling banks, building and loan 
associations, personal finance compa- 
nies or other financial institutions. They 
had been subject to no comprehensive 
regulatory authority until the Securities 
Act of 1933, the Securities Exchange 
Act of 1934 and the Public Utilities Act 
of 1935 entered upon the scene, and 
these acts affect them only in so far as 
they affect and control that form of 
property in which the investment trust 
concerns are supposed to deal most 
actively. That is negative regulation at 
most and gives no hint, much less defi- 
nite information, of how great has 
grown this modern financial colossus. 
So far, registrations by the Securities 
and Exchange Commission indicate 
something like 700 concerns which are, 
or have some earmarks of being, some- 
thing in the nature of investment trusts 
as commonly known, or bear a name 
indicating a relationship to the invest- 
ment trust idea. In this number, how- 
ever, are included concerns which are no 
longer active and others known to be 
distinctly not investment trusts in the 
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sense of dealing in securities or similar 
investments. 

When the United States first im- 
ported the investment trust idea from 
Great Britain it naturally bought the 
genuinely British variety—a managed 
investment company which concen- 
trated upon earnings based upon secu- 
rity of principal, content to issue bonds 
and stocks to investors at a fair rate 
and to secure a narrow margin of profit 
for their common stock by the slightly 
higher earnings of their investments. 
These “management investment trusts” 
are still the most numerous in this 
country but there are several varieties. 
As nearly as classifications can be de- 
fined in the confused state of the en- 
tire investment trust business in this 
country, management investment trusts 
consist of concerns organized to buy, sell 
and hold securities by the issue of 
common and preferred stocks and 
bonds to investors, those with preferred 
stock and bonds being known as “lev- 
erage’ companies under the theory that 
the existence of preferred stocks and 
bonds gives a leverage in handling se- 
curities to the advantage of the common 
stock. 


**NON-LEVERAGE”’, MUTUALS”’ 


THERE is also the ‘“non-leverage” 
type of management trust which issues 
common stock only. Still another class 
is known as the “mutual fund” trust, 
which also issues common stock only, 
the chief difference between mutuals 
and non-leverage companies being that 
the common stock of the latter sells 
in the open market with no fixed rela- 
tion to the value of their assets, while 
the common stock of the mutuals, by 
provision of their charters, is pegged to 
the value of their assets. 

In the middle 20’s there was intro- 
duced a type known as the “fixed trust”, 
which later became popular either as an 
out-and-out fixed or a semi-fixed invest- 
ment pool, in which the organization 
was effected to acquire and hold a fixed 
portfolio of securities without manage- 
ment. By the end of 1930, 540 manage- 
ment trusts were listed. Fixed trusts 
were of slower development, but by the 
end of 1932 between 160 and 170 were 
listed. Some of these concerns dropped 
by the wayside in the course of the de- 
pression, but with the approach of bet- 
ter things in the stock markets there 


was a revival of this form of investment 
and with it came half a dozen new forms 
and modifications of the investment 
trust idea in which concerns would no 
longer merely buy, sell and hold securi- 
ties in behalf of investors but would 
carry on an aggressive campaign to se- 
cure investors by offering them all sorts 
of collateral inducements. Those induce- 
ments included the privilege of buying 
into the trust on the instalment plan, 
the establishment of savings or thrift 
systems under which the investor agreed 
to pay into the trust a fixed sum period- 
ically, much in the manner of a savings 
or thrift account or for shares in a build- 
ing and loan association. The companies 
even added life insurance and endow- 
ment features. 


WIDE VARIATIONS 


THERE are all sorts of variations and 
elaborations of such plans, some of 
which range over most of the field of 
savings banking, life insurance, endow- 
ment trusts, living trusts and other 
forms. 

Usually they are organized and op- 
erated by a “sponsor” concern, which 
may have several such plans going at 
the same time, bearing the cost of solicit- 
ing funds and securing its profits out of 
the fees or deductions. It is this sort 
of investment trust which is now be- 
coming popular. 

In all these various types of the in- 
vestment trust there has been much 
interlocking, joint ownership, mutual 
participation, and the what-not rela- 
tions which grow up out of a common 
effort to get the most out of the market 
by the broadest sort of dealing under 
skilled management. Some of them hold 
securities under conditions which prac- 
tically render them holding companies. 
Others deal in securities under circum- 
stances which practically amount to the 
underwriting of new issues. At the pres- 
ent time the Securities and Exchange 
Commission’s survey deals with approx- 
imately 425 concerns, which it classifies 
as approximately 200 management type 
investment trusts, 125 fixed or semi- 
fixed type concerns and 47 concerns 
operating periodic, instalment or partial 
payment, endowment, thrift orinsurance 
plans. It is expected that the amount 
of money put into investment trusts 
will be found to exceed $4,000,000,000. 

GEoRGE E. ANDERSON 
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Long Term 


Bank Service 


HO is the oldest active banker in 
| the United States today? 


| This isn’t a contest, but undoubtedly 


} there are a number of men still at work 


in the profession whose age and service 
approximate the record of Captain 
Hart, in Elmira, New York. BANKING 
will be pleased to hear about them or 
irom them. 

As the clipping says, Captain Hart 


1 has devoted the entire period of his 
4 maturity—about 70 years—to bank- 
jin 


g. 
When he started his career the Na- 


tional Bank Act was still very new, 
4 and greenbackism was a popular eco- 
} nomic philosophy. Thus he has literally 
7 grown up with the modern banking sys- 


tem, the basic unit of which is the 


chartered institution. 


Who has a longer record? 


]__ELMIRA STAR-GAZETTE 


91st Birthday 


Bu 


flo] Employes of the Chemung Canal 
tict] Trust Company feted Capt. Charles} 
wr) L. Hart, receiving teller at the 
> the} bank, on his 91st birthday anniver- 


ind] sary Friday, 
A large basket of flowers was} 


) 08} found by Captain Hart on his desk 


| when he arrived at work. Later 4 | 


he was presented a new walking 
stick and a box of cigars. 

In November Captain Hart will!’ 
complete his 70th year with the 
institution, He went to work at 
tim the bank when it was known as 
th.| the Chemung Canal Bank and 
ps, there were only three others on 
mj.| the staff, John Arnot Sr., John| 7 

Arnot Jr., and John C. Greeves, 
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Me Only Way 


\ 


... let the Bookkeeper 
SEE the Check! 


Lamson Pneumatic Tubes provide the only 
system that permits distant bookkeepers to 
actually see doubtful checks before they are 
cashed—to approve the signature as well as the 
amount. And both must be O.K.’d. 


USE LAMSON TUBES 
BETWEEN TELLERS 
AND BOOKKEEP.-. 
ERS FOR— 


By linking departments in banks, offices and 
factories, Lamson Pneumatic Tubes are daily 
speeding up the flow of business for thousands 
of companies. They keep papers and orders 
on the move, level out the peaks and maintain 
an even flow of work. They are inexpensive, 
too, and they become your property. 


1. Positive protec- 
tion on doubtful 
checks. 


2. Certification of 
checks. 


3. Securing cus- 
tomers’ balances. 


4, Notifying book- 
keepers of special 
deposits, etc. 


Learn all about Lamson’s newest types of 
Tube service. Mail the coupon below for a 
free copy of our new book “Wings of Busi- 
ness.” 


‘LAMSON 


J PREUMATIC TUBES 
we’ Put Your Bookkeeper at your Teller’s elbow 


\h THE LAMSON CO., INC., Syracuse, New York 


Send me a Free Copy of your Pneumatic Tube book, 
“Wings of Business.” 
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A BOUKLLT 


The title on the cover reads “What's An 
Office Anyway?” That question covets 
scores of others, the answers to which 
you have long wanted: How are thou- 
ands of executives doubling their 
ability to get things done? Stepping up 
the results of their executive thinking? 
Cutting down the weight.of executive 
detail? 

Men now using the Dictaphone to do 


The Trend To Dictaphone Sweeps On 


W.E.Dean, President 
Service Finance Corporation 
San Antonio, Texas 


your desk, 


fo put You 
with the [rend 


these things were sure that it wasn’t the 
answet—before they tried it. But they 
made this modern dictating instrument 

rove its own case to them. They saw 

or themselves how it captures money- 
making ideas . . . turns these ideas into 
action . . . Clarifies instructions . . . 
records telephone conversations. But 
fist they tried it—just as you ought to 
try it. Mail the coupon NOW. 


A.E. Hall, Mar. Milling Mach. Dept. 
Allis Chalmers Mfg. Company 
Milwaukee, Wisc. 


Model 12—space-saving 
executive assistant on 


Ww. H. Kemble, President. 
Nation Wide Drug Distributors, Inc. 
New York, N.Y. 


The word DICTAPHONF is the Registered Trade-Mark of Dictaphone Corporation, 
Makers of Dictuting Machines and Accessories to which said Trade-Mark is Applied. 


Numbered Among 
Prominent Dictaphone 
Users Are: 


Connecticut Gen. Life Ins. Co., 
artford, Conn. 

E. R. Squibb & Sons, New York 
Lawrence Warehouse Co., 
San Francisco, Cal. 
Interwoven Stocking Company, 
New Brunswick, N. J. 
Cramer-Krasselt Company, 
Milwaukee, Wisc. 


Company 


Address 
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Dictaphone Sales Corporation 
420 Lexington Avenue, New York, N.Y. 


In Canada— 137 Wellington St., West, Toronto 
(1 I wantto see your representative. 
( Please send me my copy of “What's An Office Anyway ?”’ 


The Graduate 
School 


oe on the subject “Organ- 
ized Banking as an Educational 
Force,” F. N. Shepherd, Executive 
Manager, American Bankers Associa- 
tion, described to the California Bank- 
ers Association, meeting in Sacramento 
on May 21, the work of state and na- 
tional associations in developing better 
qualified personnel for banks and in im- 
proving general public understanding 
regarding banking. 

After referring to the work of the 
American Institute of Banking, Mr. 
Shepherd described particularly the 
Graduate School of Banking for bank 
officers. 


THIS YEAR’S REGISTRANTS 


“MANY of the 23,000 graduates of the 
Institute are now bank officers,” he 
said. “Among these men and others, 
with the equivalent of Institute train- 
ing in colleges and universities, ambi- 
tious men were found with a desire for 
educational opportunities of an ad- 
vanced character in the field of their 
profession. To serve them, the Graduate 
School of Banking was organized, 
thereby extending the work of the 
American Institute of Banking.” 

The classification of the registrations 
to date for the June session this year, 
Mr. Shepherd said, is as follows: 1 state 
bank commissioner, 11 bank examiners, 
66 assistant cashiers, 6 comptrollers, 
35 trust officers, 20 secretaries or treas- 
urers, 15 assistant vice-presidents, 52 
cashiers, 48 vice-presidents and 19 bank 
presidents. 

The graduate school course covers a 
two-year period, he explained, with three 
two-week resident sessions at Rutgers 
University, New Brunswick, New Jersey. 

“Tts faculty of 16 members is re- 
cruited from the Office of the Comp- 
troller of the Currency, universities and 
banking institutions,” Mr. Shepherd 


‘said. “For the 220 men who enrolled 


last year and the new class of 1936, an- 
other resident session will be held in 
June. For the 1935 class the course will 
conclude with a third resident session in 
1937, but between these sessions home 
study is continuous for two years under 
the direction of the faculty, through cor- 


| respondence. At the conclusion of the 


third resident session diplomas of the 
graduate school will be awarded to 
those candidates of the class of 1935 
successful in passing written and oral 
requirements.” 
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The Second Summer at Rutgers 


ITH an enrollment of over 400 stu- 

dents, a larger faculty and an ex- 

ded curriculum, the Graduate School 

of Banking opens its second resident 

gssion at Rutgers University, New 
Brunswick, New Jersey, on June 22. 

In its first year the school was suc- 
cessful beyond expectations. The recog- 
nition it so quickly received has been 
due, it would seem, not only to the 
quality of the instruction but to the 
students themselves. The eagerness of 
bank officers—presidents, vice-presi- 
dents, cashiers, auditors, comptrollers, 
and others—to perfect, through study, 
their equipment for their jobs has sig- 
nified that banking, tradition to the 
§ contrary, is far from being static and 
self-satisfied. 

The school’s services have been par- 
ticularly gratifying to those who have 
been working toward the establishment 
of banking’s professional status. Years 
ago far-sighted bankers began to feel 
that just as other lines of business were 
developing leadership through train- 
ing, so the banks should lay a similar 
foundation for progress. During more 
than a third of a century the American 
Institute of Banking has been meeting 
this need, and its contributions to better 
banking now find advanced expression 
in the graduate school. 


BUSINESS EDUCATION 


LIKE most American institutions, bus- 
iness education has evolved from mod- 
est beginnings and has adapted itself 
to the requirements of a changing na- 
tional life. First there were the com- 
mercial schools or business colleges 
which helped young men get ahead by 
teaching them penmanship, bookkeep- 
ing, stenography, and other accomplish- 
ments useful in an office. With the estab- 
lishment of the Wharton School of 
Commerce and Finance at the Uni- 
versity of Pennsylvania in 1881, busi- 
ness education attained collegiate rank 
and an example was set for the creation 
of similar faculties at other institutions 
of higher education. 

Prior to the foundation of the Gradu- 
ate School of Banking more than 200 
colleges and universities in the United 
States offered curricula in banking and 
finance, and many of our bankers had 
taken advantage of the excellent in- 
struction thus afforded. However, the 
Public Education Commission of the 
American Bankers Association and the 
Executive Council of the American In- 
stitute of Banking felt that even men 
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who had thus been trained would make 
use of an institution that specialized 
in the problems of banking. The gradu- 
ate school was organized to provide 
those facilities. 

The resident session lasts only two 
weeks, but no freshman in medical 
school works harder at his books than 
do these bankers. Records of the first 
year show, nevertheless, that the grad- 
uate school men have not been fright- 
ened by what is required of them, 


either at Rutgers or during the interim 
period of extension studies. Practically 
all the students who attended the first 
resident session in 1935 are returning. 

Some day, perhaps, it will be possible 
to extend the graduate school plan to 
other sections of the country in order to 
make the courses available on a more 
equable geographical basis. For the 
present, the start made at Rutgers 
signifies banking’s matriculation among 
the professions. 


SUPERVISING 


INVESTMENT PORTFOLIOS 


ly recent years supervision 

of the investment portfolio has become perhaps 
the major problem in bank administration. 
Changes in financial, economic and political 
conditions necessitate frequent reappraisals of 
security holdings, and from time to time also 
modifications of general investment policy. 

Our Investment Advisory Service is designed 
to assist correspondent banks in the solution 
of this problem. Through our Weekly Invest- 
ment Service, periodic detailed analytical re- 
views of individual portfolios and advice on 
specific investment questions, numerous banks 
throughout the country are receiving valuable 
guidance in the supervision of their security 
holdings and the formulation of investment 
policies. 

Financial institutions are cordially invited to 
inquire about this service, which is rendered 
without charge. 


MANUFACTURERS 


TRUST COMPANY 


HEAD OFFICE, 55 BROAD STREET, NEW YORK 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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American Banking Service Abroad 


— opening of the Summer tourist enormous growth in American inter- conclusion of peace brought severe 
season calls attention to the Ameri- ests abroad the branches were valuable losses to a large number of the newly 
can banking facilities available in many for completing business transactions established banks, necessitating com- 
foreign countries to visitors from the that originated in America. Branches plete reorganization and the closing of 
United States. were also established in some other many branches. Time has proved that 

Perhaps the earliest foreign branches European centers; and it was recog- only the financially strongest institu- 
of our institutions, established in Lon- nized that American bank branches in tions were able to survive the period of 
don and Paris, were, in fact, established the commercially less developed areas, trial and error which followed the op- 
largely for the convenience and service such as Latin America and the Far timism of the immediate post-war 
of American travelers and residents in East, might become important frontiers years. The depression established, how. 
Europe. of American business. ever, that most of the branches had 

When the war period brought an The deflation in prices following the demonstrated their soundness. 

Some have contended that the cost of 
permanently establishing these banks is 
out of proportion to the benefits ob- 
tained by the stockholders of the parent 
institution, and that they are not of 
sufficient benefit to American economy 
to justify the necessary sacrifice. 


(6 9 Others felt that information as to 

customers, trade terms, quantities and 

| | | \ kinds of goods purchased might become 

available to firms of the correspondent 

bank’s nationality, which firms are 

competing with American companies, 

the result being that American business 

For transit and collection purposes, it is would be poorly served by such meth- 

‘ ods. It is doubtful, however, whether 

never “after hours” in The National City there ever was, or is now, a real danger 
of these practices. 

Bank of Cleveland. But ‘tie unquestionably true that 

American banks’ branches will do all 

they can to promote the expansion of 


incoming planes—sixty-five outgoing and American trade. 


Twenty-one outgoing and twenty-one 


fifty-four incoming trains— in Cleveland 


each 24 hours ...and our Day and Night 


Transit Service ready for all of them. MISSOURI BANKERS 


F. Lee Major, vice-president of 
This, plus the direct sending of 75% sien 


> ee St. Louis, has been elected 
of our Ohio items, means saved days and president of the Missouri Bank- 
ers Association for the coming 
hours that our correspondents can offer | year 

their customers. Let us outline our transit 


service in detail to you. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 


RESOURCES: OVER $100,000,000 


Member Federal Deposit Insurance Corporation 
CLEVELAND’S OLDEST BANK—FOUNDED 1845 
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Wrapped in 
Mystery 


ANY banking institutions use the 
condition statement as a vehicle 
for friendly talks with their customers. 
Sometimes these printed conversa- 
tions explain in simple terms the mean- 
ing and significance of the figures in 
the accounting record. Again, they may 
call attention to community affairs in 
which bank and customer have a mutual 
interest. On occasion, also, they are 
used to emphasize the bank’s services. 
The Kanabec State Bank of Mora, 
Minnesota, for instance, devotes two 
columns of its March 4 condition state- 
ment folder to a discourse on sundry 
matters. The message starts with some 
comment about the weather during the 
past Winter, and then observes that 
agricultural conditions are excellent, 
that prices have improved, and that the 
farmer’s prospects are encouraging. 
“The officers and directors of this 
bank,” it continues, ‘“‘feel that this is a 
most opportune time for anyone wish- 
ing to engage in the farming business 
to make the necessary arrangements to 
secure a farm of their own, as prices 
are extremely low, taxes have been 
materially reduced and the outlook is 
much better than it has been for a num- 
ber of years.” 


URGES NEUTRALITY 


NEXT the bank devotes a couple of 
paragraphs to the foreign situation, ob- 
serving that “we folks in the United 
States should unite in being opposed 
to. allowing this country to become in- 
volved” in any war that might develop 
in Europe. 

Then the folder takes up customer 
relations. 

“Some people seem to think,” it says, 
“the banking business is more or less 
difficult to understand, and wrapped up 
in mystery. We folks who work in a bank- 
ing institution every day realize fully, 
of course, this is a mistaken idea and the 
officers and directors of this bank cor- 
dially invite questions from anyone 
interested. . . . 

“Tt has always been our aim to pro- 
mote better relations between ourselves 
and the general public, and at this time 
we wish to thank the people in this ter- 
titory for cooperating so splendidly 
with us at all times in this connection.” 

In conclusion, the folder says a word 
on behalf of its insurance department 
which is “equipped to give you excel- 
lent service.” 
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Wisconsin's 


BANK fox BANKS 


Servinc as depositary 


for more than 80 per cent of the banks 


in this state, the First Wisconsin enjoys 


active state-wide contacts affording 


practical advantages in meeting the 


Wisconsin requirements of other banks 


and national business corporations. 


Famed as a vacation playground, 
Wisconsin annually plays host to 
millions of summet-time visitors. But 
in addition, all the year ’round, na- 
tional business corporations “visit” 
Wisconsin by mail, by wire, through 


branches and “in person” — to buy 


MBER FEDERAL DEPO 


and sell in this important market. 
To such business “visitors” this bank 
plays host with special skill — offer- 
ing complete commercial banking 
service, backed by first-hand knowl- 
edge of Wisconsin business problems 


plus extensive banking and business 


. contacts throughout the state. 


INS URAN CORPORATI 


: 
— 
| HOST to year-round visitors . . 
FIRST WISCONSIN 


‘“\TEWS,” remarked the wise old 
editor, “is any kind of a row.” 

“We don’t like rows,” observed the 
banker. 

“Perhaps I was too abrupt,” said 
the editor. “Let’s call news anything 
of public interest that is new—a de- 
parture from what people regard as 
normal—an interesting event, situa- 
tion, or comment. Some news, unfor- 
tunately for those who make it or 
figure in it, is sensational. 


Banks Are News 


“Banks, like other human institu- 
tions, are news when they do some- 
thing. They are news when they help 
finance a war by pushing the sale of 
Liberty bonds. They are news when, in 
meeting their public responsibilities, 
they make and call loans. They are news 
when they are closed by the President 
of the United States and when they 
reopen. 

“They are news when their high 
executive officers hold conferences and 


47 Years of Service in a 


City That Is 47 Years Old 


OKLAHOMA CITY and The First National Bank 
and Trust Company have just observed their 47th 
birthday. This bank has the distinction of being as 
old as the city it serves, since both were founded 
April 22, 1889, when Oklahoma was opened for 
settlement by proclamation of President Benjamin 
Harrison. 

In the last 47 years The First National has seen 
Oklahoma City develop from a hope caressed in the 
hearts of home-seekers to the matchless metropolis 
of today. 

Through these years, through thick and thin, 
this bank has continued steadfast in its belief in the 
future of Oklahoma City. It has continued firm in 
its policy of upholding and stabilizing the business 
interests of the community. 

That faith and that policy may explain, in part, 
the growth of this bank through the years and why 
it today serves more than 40,000 customers and has 


more than half of the bank deposits of Oklahoma 


City. 
The transit and collection departments of 


this bank, in continuous 24-hour operation 
daily, assure you of prompt service 


| Member Federal Deposit Insurance Corporation 


Of OKLAHOMA CITY 


conventions to discuss professional 
problems. You were news when you 
went to that meeting in Chicago a 
few weeks ago; and the proceedings of 
the meeting were news, too. 

“Banks are news when they make 
a public statement. They are news when 
their deposits rise to record figures, 
They are news when they fail, merge 
or expand. They are news whenever 
they lift the veil of mystery which, 
the average man thinks, is draped over 
their operations. They are news because 
they deal in a commodity that is 
needed and used by everybody— 
money. 

“Maybe there isn’t any news at 
your bank—news, that is, of nation- 
wide or state-wide importance. You’ve 
never had an embezzlement or an un- 
pleasant occurrence of any kind. You 
plug along day after day accepting de- 
posits, making loans, and doing other 
services that are no doubt unimportant 
to your staff because they are routine. 
When our reporter calls you say: 
‘Nothing today, John.’ You’re not 
trying to mislead him. You just don’t 
think of your business as news because, 
frankly, you haven’t the news sense. 
That’s not your fault. People are born 
with it, although it can be cultivated 
to a certain extent.” 


FOUND—A STORY 


THE editor reached into his drawer 
and took out a clipping. Handing it to 
the banker, he said: 

“Read this. The folks in that bank 
probably thought they didn’t have 
any news, either, but see what a good 
reporter found.” 

The clipping was from a newspaper 
of early January 1933. It read as follows: 

“President George Jones of the First 
National Bank took time off from his 
other duties today to help complete a 
jig-saw puzzle. 

“Tt seems that a woman customer 
of the bank, who dcesn’t speak English 
very well, became a little disturbed 
because of the number of bank failures 
that have been reported lately and 
decided to transfer the $2,500 she had 
on deposit in the First National to the 
postal savings. 

“With this idea she drew a check for 
$2,500, had it certified and took it to 
the post office. But the post office 
won’t accept checks, so the lady tore 
hers up, threw the pieces on the post 
office floor and went back to the bank 
to get cash. 
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“Now it seems they have a rule 
around the bank that once you have a 
check certified you can’t get your money 
unless you return the check to be can- 
celled. She had $2,500 in the bank and 
| no way of getting it, and there was 
nothing Mr. Jones could suggest she 
do about it, except to go find the torn 
up check. That’s what she did, and 
brought the pieces back to Jones. "Then 
she and Jones sat down at his desk and 
pasted the pieces together again. All 
the pieces weren’t accounted for, but 
there were enough so that Jones was 
satisfied and told her he could let her 
have her money. 

“‘Well,’ she told him, ‘after all this 
bother, I guess I'll let you keep my 
money for me.’” 


GOOD PUBLICITY 


THE banker smiled as he handed 
back the clipping. 

“That’s interesting,” he said. 

“You bet,” agreed the editor. “But 
it’s more than interesting. That story, 
you can be sure, did more to restore 
confidence in the First National than a 
column interview with the president 
about the strength of his bank. Every- 
one who read it (and most people did 
because it was boxed on the first page) 
laughed as he pictured Jones hunched 
over a desk pasting together those torn 
scraps of check paper. But behind the 
laughs there was a better appreciation 
of Jones and his bank than the news- 
paper readers had ever had. He was a 
human being, not the gruff stuffed-shirt 
which, I’ll wager, he had been to thou- 
sands of people in that town—if they’d 
ever given him a thought.” 
= The banker suggested that the inci- 

dent was rather exceptional. 

“Sure,” said the editor. “All news 
is exceptional. How many folks would 
be interested in reading about how 
many checks your bank cashed today— 
unless it was a record number or one of 
them had been for a million dollars? 

“Here’s another good bank story. I 
haven’t the clipping, but I remember 
the facts. A reporter, making one of his 
infrequent savings deposits, overheard 
a bank clerk say that ‘the old man’s 
boy’ had just gone to work in the bank. 
That fact wasn’t of much news value, 
but the reporter remembered that the 
‘old man’s boy’ had the same name as 
the ‘old man’, and further, that the 
‘old man’ appended a ‘ Jr.’ to his signa- 
ture. Thinking there might be some- 
thing in all that, the reporter investi- 
gated and found there was. 

“The resulting story pointed out that 
10-odd years ago the Second National 
Bank had been founded by John Joseph 
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Smith who had been succeeded in the 
presidency by John Joseph Smith, 
Jr., and that now John Joseph Smith, 
3rd, as a junior clerk, had begun his 
own climb up the ladder. 

“Did that piece do the bank any 
harm? Hardly! It impressed people 
with the bank’s stability, recalled its 
long history, and retold the always 
acceptable story about the youngster 
who wasn’t being favored because he 
was the president’s son. If the reporter 
hadn’t happened along this bit of what 
you can call good publicity probably 
wouldn’t have appeared, because the 
bank’s cious weren’t news conscious 


and didn’t realize that the new em- 
ployee was a story. 

“T’m not suggesting that all bankers 
take a course in journalism, but some- 
times I wish they’d try to get the feel 
of news so that they can help reporters 
do their perfectly respectable job of 
finding legitimate news. It’s a long way 
from Jones of the First National and 
his jig-saw puzzle to political speeches 
denouncing bankers, but if there were 
more stories about you fellows and 
what you’re doing, there would be less 
of the latter. Politicians don’t attack 
people with whom the public is on 
friendly terms.” 


HEN corporations and in- 


dividuals move from your 


city to the Newark territory, 


give them a letter of introduc- 


tion to New Jersey’s largest bank. 
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Non-Commercial Banking 


(CONTINUED FROM PAGE 20) 


subsequently reopened. Twenty-seven 
departments had continued operations 
since their establishment. It seems 
probable that a large part of the 
banks which did not reply either had 
been liquidated or had discontinued 
their departments. Among 59 personal 
loan departments which had continued 
operations throughout the period, less 
than half had outstanding loan balances 
of more than $50,000 at the close of the 
year 1934. Several reported progres- 
sively smaller outstandings from 1930 to 
the present. It was quite clear that 
large volume was important to satis- 
factory operations and those depart- 
ments which had acquired a sizeable 
loan balance were rapidly increasing 
their volume of business. 

The rates of growth for various types 
of consumer credit institutions shown 
by the aggregate outstanding balances 
presented earlier in this article do not 
reflect the influence of competition. 
With a few minor exceptions, outstand- 
ing balances of individual institutions 
of all types declined severely during the 
depression and are now increasing 
again. The rapid rate of growth of out- 
standing loans for credit unions and 
personal loan departments during re- 
cent years has been due largely to an 
increase in the number of individual in- 
stitutions and their extension to new 
areas. 

It is characteristic of the small loan 
field that a new loan service tends ini- 
tially to increase the existing demand. 
Loan balances of personal loan depart- 
ments represent varying proportions of 
the following classes of borrowers: (1) 
those who are led by the existence of the 
department to make initial credit com- 
mitments; (2) those who borrowed to re- 
finance existing credit commitments 
with merchants, professional people, 
landlords, wholesalers or manufacturers 
in order to preserve their credit or to ob- 
tain better terms, and who would not 
have refinanced these obligations if the 
department had not existed; (3) those 
whose applications would have been 
approved reluctantly for commercial 
loans if the department did not exist; 
(4) those who borrowed from the de- 
partment in preference to borrowing 
from other personal credit institutions 
or in order to repay loans with other 
such institutions. The first three classes 
of borrowers probably predominate 
during the early stages of the develop- 
ment of a personal loan department, 
and a considerable amount of business 
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can be acquired without affecting sub- 
stantially the business of other agencies. 
Thereafter, any considerable increase in 
volume must be acquired at the expense 
of other lending institutions. 

Within the personal loan field, the 
primary competition is between insti- 
tutions lending on the same type of 
security and the impact of a reduction 
of charge by one institution is felt im- 
mediately by all institutions lending on 
the same security. There is also a com- 
petition between general types of insti- 
tutions lending on different terms. 
Since the borrower recognizes differ- 
ences of value between various loan 
services, competition between types of 
institutions seeks equilibrium at differ- 
ent prices. The offer of a lower charge 
for one type of personal credit tends to 
destroy this equilibrium by attracting 
customers who find it advantageous to 
borrow on different terms in order to 
secure the lower price. 

The favorable terms offered by some 
personal loan departments have un- 
doubtedly attracted some borrowers 
who otherwise would have borrowed 
from small loan companies and some 
who otherwise would have financed 
automobile purchases through instal- 
ment finance companies. But the influ- 
ence of personal loan department com- 
petition on the aggregate outstanding 
balances of these agencies has probably 
not been material. It is the institutions 
lending on endorsed notes that may be 
expected to feel the primary impact of 


personal loan department competition 
Because of their low charges and co. 
operative character, credit unions have 
been relatively immune from bank com- 
petition except in a few areas where the 
charges of the latter have been reduced 
to exceptionally low levels. The main 
impact, however, has been felt by in- 
dustrial banks. Strangely enough, the 
greatest development of personal loan 
departments has occurred in those areas 
where industrial banking was most 
highly developed. 

There is little difference between the 
service and the operating technique of 
a large personal loan department and an 
industrial bank. The longer experience 
and the specialization of the industrial 
bank would seem to give it a competi- 
tive advantage over a commercial bank. 
The commercial bank, on the other 
hand, has the advantage of cheaper 
funds and it is quite possible that in- 
dustrial banks may find it necessary to 
operate under bank charter or to secure 
the privilege of taking checking ac- 
counts in order to compete. Conse- 
quently, while commercial banks are 
competing with industrial banks in the 
personal loan field on the one hand, 
they may also find industrial banks 
competing with them for commercial 
checking accounts on the other. One of 
the very real dangers to the continuing 
existence of industrial banks is the pos- 
sibility that commercial banks which 
are not obliged to operate personal loan 
departments profitably in order to 
maintain their existence may, for pur- 
poses of good will, or the hope of future 
profit, reduce their charges to a point 
where no industrial bank can exist. 


Small Loans in England 


Hew large a part small loans may play in banking under proper 
systemization is illustrated by the great British banks. There are 
five great British banking institutions known the world over as the 
“Big Five”. Their deposits run from $1,500,000,000 to $2,250,000,000 
each. In the United States banks of such size usually deal only in large 
credits. The annual report of Barclay’s Bank, Limited, the third largest 
of the British banks, however, showed that last year all but approxi- 
mately 2 per cent of its loans were for less than $25,000, the average of 
all its loans was approximately $3,879, while 35.7 per cent of its loans 
were to “professional and private individuals” and averaged $2,300 
each. Such an average naturally indicates a large number of loans of a 


much smaller amount. 


More significant, perhaps, is the report of the Midland Bank for the 
previous year. That report showed that of over $800,000,000 outstand- 
ing in loans at the end of the year more than half of the total was in 
advances of less than $500 each. In other words, if the loan policy of 
many large banks in the United States had been followed the bank 
would have lost over half of its loans. Other large British banks report 
similar conditions with respect to small loans. 
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A Microscope on Housing 


LTHOUGH essentially an under- 
taking of local importance, Cleve- 
land’s annual real property inventory 
offers an opportunity to observe trends 
that may well be widely, if not nation- 
ally, significant. 

The 1936 report contains extensive 
data which indicate that Cleveland 
is now experiencing the housing short- 
age so freely predicted for many large 
urban communities. It also reveals 
a substantial increase in the dollar 
volume of mortgages to the highest 
total since 1928, noting that the 1935 
figures on this financing show the return 
of private lending institutions to the 
mortgage field. 

This canvass, started in 1932, is 
conducted by an organization known 
as Real Property Inventory of Metro- 
politan Cleveland. Howard W. Green 
is the director. It is the only complete 
survey of its kind made by an American 
city; it covers every building and lot in 
the greater city, the movements of every 
family, and other facts necessary to an 
appraisal of the general building and 
housing situation. The inventory is 
supported by local banks, public utili- 
ties, newspapers and other interests. 


VACANCIES SOON ABSORBED 


THE current report reveals that only 
9,765, or 3.1 per cent, of the 314,220 
family units in the metropolitan dis- 
trict of Cleveland remain vacant and 
that many of the vacant dwellings are 
uninhabitable. Most of the vacancies 
will be absorbed as soon as the 8,851 
families now living with relatives or 
friends reestablish their own homes. The 
“undoubling” process has been in 
progress since 1932 when 12,642 house- 
holds had gone to live with others. Con- 
sidering the doubled up families, Cleve- 
land’s net vacancy is only 0.3 per cent 
compared with an estimated normal 
minimum of 5 per cent. 

A summary of the inventory’s find- 
ings says that refinancing operations 
and increased real estate activity were 
reflected in an enormously increased 
dollar volume of mortgages in Cuya- 
hoga County during 1935. The year’s 
total was $191,000,000, not including 
three special-financing mortgages which 
added $227 ,202,300. 

“Significantly,” observes the sum- 
mary, “71 per cent of the total dollar 
volume of construction permits in 1934 
were for remodeling, with only 29 per 
cent spent for new construction. In 
1935, 57 per cent of the construction 
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money went for remodeling while 43 
per cent was put into new structures, 
pointing the trend optimistically back 
towards that of 1920 when 91 per cent 
of all the money spent for construction 
was put into new homes.” 

The inventory finds that the trend 
toward decentralization of large Ameri- 
can cities is clearly continuing in Cleve- 


land, whose population is moving past 


the first ring of suburbs and into a third 
ring of newly created cities and villages. 


A sharp increase in foreclosure sales 
occurred during 1935, the total reach- 
ing 3,858 dwellings, the largest number 
in a decade, compared with 1,634 in 
1934 and 872 in 1926. The newer mid- 
dle-class subdivisions suffered the high- 
est mortgage mortalities. 

The average cost of constructing one- 
family dwellings in 1935 was $4,980 
in Cleveland, $7,690 and $7,105 in two 
high class residential suburbs, and 
$13,798 in the most exclusive district. 


AS ONE BANKER 
TO ANOTHER 


this institution renders its 
friendly correspondent service 


Personal relationships with customers, for which The Northern Trust 
Company is well known, carry over naturally into its correspondent 
banking division. The officers of this institution are always ready to 
put their time and experience at the disposal of correspondents, in 
banking, trust, or investment matters. They make a point of giving close 
personal attention to every transaction involving more than routine 
handling. Out-of-town banks desiring a correspondent service con- 
ducted in this spirit of cooperation are invited to make inquiries. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 


Member Federal Deposit Insurance Corporation 
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Country Bank Service 


small banks are re- 
quested to perform services not 
rendered by the larger institutions. 
Most of the problems brought to the 
country banker must be handled by an 
officer of the institution working in 
cooperation with the customer. Espe- 
cially is this true when the bank does 
not maintain a trust department. 

The service rendered a customer by 
one small institution will serve to illus- 
trate the close relation existing between 


the customer and banker in that com- 
munity. In this instance business inter- 
ests elsewhere made it necessary that 
the customer move to a large city. His 
real estate holdings included a farm, 
several store buildings and two houses. 
The buildings and houses were rented 
while the farm had been operated under 
the personal supervision of the owner. 
A bank officer agreed to manage the 
renting of the property, making collec- 
tion of the rents and also paying 


IN WASHINGTON 


Today’s relationship between govern- 


ment and business makes our 100 years 


of emphasis on service in this field 


more important to our 


than ever before. 


clients today 


THE RIGGS NATIONAL BANK 


of Washington, D. C. 
ROBERT V. FLEMING . President and Chairman of the Board 


GEORGE 0. VASS 


Vice President and Cashier 


Resources $100,000,000 Established 1836 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


taxes and insurance from the proceeds. 

After investigation the officer de- 
cided that it was not possible to rent the 
entire acreage of the farm to one indi- 
vidual without considerable loss of in- 
come to the owner. To overcome this 
difficulty the farm was divided into 
plots of 20 to 40 acres which were 
leased to a number of tenants at a price 
somewhat above that expected by the 
owner. Rent notes were collected by the 
bank and cotton produced by the ten- 
ants was sold by the banker, the pro- 
ceeds being credited on the rents of the 
tenants. The banker thus made it pos- 
sible for the customer to realize an in- 
come from the property and the bank 
to retain the account at’a profit. 


Travellers 


OME banks, particularly those in 
metropolitan residential areas, have 
found that a travel bureau operated in 
conjunction with the foreign depart- 
ment is a form of service that is useful 
to customers. 

The bureau is usually run by a junior 
officer whose chief equipment is fa- 
miliarity or contact with transportation 
systems and schedules, professional 
travel agencies, guidebooks, and geog- 
raphy. 

Foreign departments have always 
been able to estimate fairly accurately 
the number of customers who go abroad 
each year during the tourist season, tak- 
ing with them letters of credit or 
travellers’ checks. More recently, how- 
ever, currency regulations in foreign 
countries, the reduced purchasing power 
of the dollar, and smaller incomes have 
turned many of these tourists to a re- 
discovery of America. They learn, often 
to their surprise, that instruments of 
credit are just as helpful in a trip on 
this continent as abroad. 

The bank travel bureau plans tours, 
long and short, making arrangements 
for steamer, bus, rail or airplane tickets, 
and hotel accommodations, services for 
which a nominal sum is charged. It has 
also been found possible to provide 
similar assistance for commercial buy- 
ers, arranging steamer passage, assist- 
ing with passports, supplying foreign 
currency and providing letters of credit 
and checks. 

Virtually no increased cost is in- 
volved in operating such a bureau, and 
the revenue produced, it has been 
found, more than compensates for the 
time and trouble. 
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Antiques 


HE bank customer, in this case, was 

an antique dealer, a line of endeavor 
which in boom periods is one thing, in 
depressions quite another. Louis XVI 
furniture, as a rule, is more comfort- 
able during bull than bear markets, 
especially if one makes a living by sell- 
ing it. 

The dealer had done well during the 
glamorous twenties and had borrowed 
freely on notes. When the crash figura- 
tively splintered ancestral sofas and 
highboys, he held out valiantly for a 
time, thanks to the considerate policy 
of the bank; finally, however, he went 
into bankruptcy and the bank faced the 
task of liquidating his affairs. 

Unfortunately, some of the assets 
—antiques—were in France, some on 
the Pacific coast, and some in the East. 
They would, it seemed, be almost as 
hard to move and assemble as to sell. 

The bank officers conferred. 

“This,” remarked the head of the 
credit department, “looks to me like a 
predicament. We now own tables, side- 
boards and sofas in Paris, chests, secre- 
taries and bedsteads on the Coast, and 
a medieval choir stall or two, I believe, 
here in town. Who wants ’em? I’m sure 
I don’t.” 

It seemed as though no one else did, 
either, at least for prices that would 
enable the bank to get its money back. 


PUBLIC SERVICE 


Harris Creech, president of the 
Cleveland Trust Company, who 
has been awarded the Medal 
for Public Service of the Cleve- 
land Chamber of Commerce 
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The bank’s correspondent in France ad- 
vised that the goods could be sold to a 
dealer there, although at an unaccept- 
able sacrifice. The Coast representative 
had the antiques in his territory ap- 
praised and got an estimate of the cost 
of shipping them across the continent. 
It was prohibitive, considering their 
current market value. 

However, the bank persisted. The 
French assets were liquidated over a 
period of several months by selling them 


piecemeal to dealers at less than whole- 
sale prices. The goods in the West were 
sold by the bank’s correspondent. 

Marketing the antiques in the bank’s 
home city was even a harder job. One 
of the officers made it a point to men- 
tion them wherever and whenever pos- 
sible. He made several sales. 

When the liquidation was completed, 
the bank found that not only had the 
note been cleared with accrued interest 
and incidental affairs, but that some- 
thing remained for the dealer. He, al- 
though previously unfamiliar with bank- 
ing service of this sort, was duly 
appreciative. 


R. G. RANKIN & CO. 
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Bank Costs 


How To OBTAIN Bank Costs. By E. S. 
Woolley, C. P. A. Bankers Publishing 
Company, Cambridge, Massachusetts, 
1936. 132 pages. $5.00 


ANKS, like all other businesses, are 
confronted with the problem of cost 

and selling prices. All costs must be 
recovered through selling prices, and 
consequently the value of accurate cost 
figures as an aid to management cannot 


New Books 


be overemphasized, as wrong figures 
lead executives to make wrong decisions 
and there is only one end to wrong 
executive decisions—the closing of the 
business. These are fundamentals to 
which Mr. Woolley calls attention in the 
introduction of the book. 

He states that just as the cost of a 
pair of shoes is the shoe store’s cost plus 
its profit, so in a bank the charge for 
each item of bank service should include 
profit. 


Co-Operation! 


Correspondents and customers of 
Mercantile-Commerce find here the 
fullest co-operation at all times. In 
routine matters it is expressed in the 
rapid, efficient handling of day to day 
transactions. When additional service 
is indicated, the whole-hearted co-oper- 
ation of officers, facilities and wide- 
spread connections is instantly available. 


Out-of-town bankers are realizing more 
and more what the word co-operation 
means at Mercantile-Commerce. It is 
constantly being exemplified in our 
services rendered to correspondents 
and customers throughout the country. 


Mercantile-Commerce 


Bank and Trust Company 


FEDERAL DEPOSIT INSURANCE CORPORATION 


“The expense involved in the prepa- 
ration of accurate cost figures is nothing 
in comparison with the additional net 
income which will be produced if the 
information thus gained is acted upon, 
. . . This does not mean that cost 
allocation should be made too technical 
. . . ‘practical’ must ever be the guid- 
ing factor. . . .” 

Upon these principles the author has 
presented an understandable procedure 
whereby a bank can determine ac- 
curately its actual costs of rendering 
banking service. 

Mr. Woolley tells step by step how to 
determine the funds which each depart- 
ment of the bank has invested in the 
assets which have produced the interest 
income, how to distribute the interest 
income between departments in the 
ratio of their funds invested in earning 
assets, and how to determine the net 
earning rate. He discusses the various 
items of income and the departments 
to which they should be credited, and 
the expense items and their distribution 
to the proper departments. Then he 
shows how to determine the number of 
items handled during a given period. 
With this information he shows how 
to calculate item costs of rendering 
service in the commercial department 
and how to apply these costs to the 
analysis of commercial department 
accounts. He also shows how to deter- 
mine savings department costs, and 
costs for rendering other miscellaneous 
banking services as well. 

The book is illustrated with forms 
and charts suggested for use in assem- 
bling the necessary figures needed in 
bank cost analysis. 

The last part of the volume is devoted 
to a plan for keeping departmental 
records and distributing expenses to 
departments as transactions occur; the 
author also presents a classification of 
accounts with departmental posting in- 
structions. The book concludes with a 
chapter on a simple system of accrual 
accounting. 

MELVIN C, MILLER 


The Blue Book 


RAND MCNALLY BANKERS DIRECTORY. 
Rand McNally & Company, Chicago, 
March 1936. 2,370 pages. $15. 

The first 1936 edition of the “Blue 
Book” contains, in addition to its world- 
wide banking data, a symbol indicating 
membership in the Federal Deposit In- 
surance Corporation. The contents em- 
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brace new and revised information on 
every American, Canadian and foreign 
bank, December 31 (and later) condi- 
tion statements, revised officer, director 
and correspondent lists, and the latest 
information obtainable on all Govern- 
ment banking agencies and Federal 
Reserve banks, with their official 
personnel. 


Twelve Great Industries 


INDUSTRIAL AMERICA: ITS WAY OF 
Work AND TuHoucHT. By Arthur 
Pound. Little, Brown and Company, 
Boston, 1936. 234 pages. $2.50. 


Here, in book form, are the illuminat- 
ing case studies and interpretations of 
a dozen great American corporations, 
originally published as a series in the 
Atlantic Monthly. Mr. Pound’s con- 
tribution to a more accurate knowledge 
and understanding of what he broadly 
terms the fabricating field of industry 
was well worth the permanence thus 
given it. He has presented an authori- 
tative picture of the operations and 
policies of the companies selected for 
study. 

Mr. Pound finds that the trend of in- 
dustrial thought is “more and more 
toward two goals, neither of which is 
directly connected with prices or goods.” 
First, he says, there is “the internal 
organization of the business so that all 
the human beings in it will work har- 
moniously together, each developing 
his or her highest powers.” The second 
goal is the cultivation of “public good 
will at every point in the manufactur- 
ing and distributive process.” In this 
process advertising and publicity be- 
come ever more important, and “cor- 
porations daily grow more public- 
minded, more scientific-minded, more 
personnel-minded.” 

Business today is led, Mr. Pound 
finds, “not by bluff captains of indus- 
try, but by educated men accustomed 
to looking on all sides of the complex 
problems presented to them. They do 
not underestimate their responsibilities 
to stockholders, but on the other hand 
they realize equally other responsibili- 
ties. They accept the fact that their 
employees have a stake in their enter- 
prises; they meet their men when and 
as occasion demands, not as enemies, 
but as cooperators. With full and liquid 
treasuries they can get working capital 
on easy terms from the stock-buying 
public; if they borrow from banks for 
temporary movements they ‘hire’ the 
money as scientifically as an experi- 
enced family man rents a house; the 
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banker influence in industry grows less 
and less.” 
The subjects of Mr. Pound’s studies 


are: General Motors Corporation, Good- gr 


year Tire and Rubber Company, Inc., 
Standard Oil Company (New Jersey), 
General Electric Company, Johns-Man- 
ville Corporation, United States Steel 
Corporation, Libbey-Owens-Ford Glass 
Company, Continental Can Company, 
Inc., General Mills, Inc., Norton Com- 
pany, National Dairy Products Cor- 
poration, and Kimberly-Clark Cor- 
poration. The author’s reports on these 
companies constitute an interesting 
and informative cross section of our 
industrial system. 


Money 


Past AND PRESENT FACTS ABOUT 
MONEY IN THE UNITED STATES. By 
Paul Bakewell, Jr. Macmillan, 1936. 
221 pages. $2. 


Mr. Bakewell, a member of the bar of 
the Supreme Court of the United States 
and chairman of the governing commit- 
tee of the Bureau of Municipal Re- 
search in St. Louis, has made a careful, 
practical study of our money. His ap- 
proach to and treatment of the subject 
are those of the lawyer rather than the 


economist, and the result is some inter- 
esting discussion, particularly with re- 
gard to the monetary powers of Con- 


ess. 
In the first part of the book the au- 
thor considers the dollar during the 
period between 1792 and 1933; in the 
second section he analyzes the changes 
that have occurred since the latter 
year. These, he finds, raise a number of 
questions that sooner or later will re- 
quire court decisions. Some day, he 
says, the Supreme Court will be asked 
to determine “whether Congress has 
power to abolish one standard of value 
and to establish another, and also, 
whether, after having done so, Congress 
has power to make a standard a useless 
thing by providing that contracts, 
which call for settlement by the meas- 
ure of one standard, may be discharged 
by the measure of a newly established 
and different standard.” 

Reviewing monetary enactments and 
proclamations of the present Adminis- 
tration, Mr. Bakewell observes that 
“statutes and acts of the Executive, 
under authority delegated to him by 
Congress, have completely upset our 
monetary system.” Outlining the situa- 
tion now existing, the author notes 
numerous incongruities or self-contra- 
dictions, pointing out that our standard 


One account— 
many correspondents 


Imagine 439 correspondents in 270 
California communities all closely iden- 
tified with every phase of business, 
industry, and agriculture! The services 
of these correspondents are available 
to you through ONE account with 
California’s only statewide bank, which 
has more than 1,500,000 depositors 
throughout California. 


Inquiries regarding this responsive 
statewide service are given prompt 


attention. 
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unit of value, the gold dollar, is itself 
subject to change, although the “first 
essential of any standard is that it be 
fixed and permanent”; that it is un- 
lawful for a citizen to own one of the 
units of value; that, while obligations 
are to be expressed in dollars, the dollar 
is a variable thing. 

Unless “‘a definite, fixed, certain and 
unchangeable” standard unit exists, 
“trade and commerce cannot be car- 
ried on with confidence, contracts can- 
not be entered into with confidence; 
and there will be no incentive for thrift 
or saving for the purpose of obtaining 
economic security.” 


Banking in Four Nations 


THE BANKING SysTEMS OF GREAT 
BRITAIN, FRANCE, GERMANY, AND THE 
StTaTEs OF America. By Ken- 
neth Mackenzie. Macmillan & Com- 
pany, Ltd., London, 1935. 269 pages. 
$1.25. 


Mr. Mackenzie’s handy, concise de- 
scription of the world’s leading banking 
systems appears in its second revised 
edition; it was first published four years 
ago. 

The author has added material with 
reference to the functions of central 
banks, to various points of contrast in 
the systems considered, and to some 
banking and financial problems of re- 
cent origin. The American crisis of 1933 
and our banking act of that year are also 
touched on. 

Although the book is especially valu- 
able to the student, it also holds interest 


to the general reader who is seeking a 
convenient source of facts on the general 
systems here described. Much of the 
material appeared originally in the 
Scottish Bankers’ Magazine, although it 
has since been enlarged and revised. 


The Welfare of All 


PLATFORM FOR AMERICA. By Ralph E. 
Flanders. Whittlesey House, McGraw- 
Hill Book Company, Inc., New York, 
1936. 118 pages. $1. 


Mr. Flanders offers a reasoned discus- 
sion of problems confronting the coun- 
try—business problems, mostly, but in- 
sistent social ones, as well. Pointing out 
the real community of interest among 
our various groups, he contends that the 
welfare of each is best to be realized in 
the welfare of the whole and he suggests 
some national, rather than sectional, 
planks for business, agriculture, labor, 
banking and finance and government. 

The author finds, close at hand, an ef- 
fective equivalent of the physical fron- 
tier which for nearly 300 years controlled 
our national growth and shaped our 
“Go West” psychology of optimism. 
That frontier has gone, but Mr. Flan- 
ders believes there is a social substitute 
for it, namely, a higher standard of liv- 
ing. More and better goods and services 
at lower costs mean expansion of indus- 
try, employment and investment—op- 
portunities for which were formerly 
afforded by the country’s natural 
development. 

In the progress made thus far toward 
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a rising standard of living, Mr. Flanders 
says, two obstacles have been notice. 
able: one, the idea that the interests of 
each group are best promoted by con- 
trolling output and prices, and, two, the 
persistent recurrence of speculative 
spasms. But to him the prospect for an 
intelligent handling of these difficulties 
is brighter now than at any time. 

Mr. Flanders is president of Jones & 
Lamson Machine Company, and past 
president of both the National Machine 
Tool Builders Association and the 
American Society of Mechanical Engi- 
neers. 


What Poland Has Done 


POLAND AND HER ECONOMIC DEVELOP- 
MENT. By Roman Gorecki. George Allen 
and Unwin, Ltd., London, 1935. 124 
pages. 


Dr. Gérecki is Poland’s Minister of 
Industry and Commerce and has also 
served as president of the National 
Economic Bank, Warsaw. His book 
gives a clear picture of what Poland has 
accomplished since her independence in 
1918, discussing national finances, bank- 
ing, production, distribution, trade, 
communications and transport. There is 
a timely chapter on the orthodox steps 
taken by the country to meet the world 
economic crisis. 


Influencing Public Opinion 


PROPAGANDA AND DICTATORSHIP. Edited 
by Harwood Lawrence Childs. Prince- 
ton University Press, 1936. 152 pages. 
$1.50. 


This collection of papers by six 
writers describes the ways in which 
state propaganda has been effectively 
used, and evaluates the results in rela- 
tion to the functioning of government 
in democratic countries. 

The editor and contributors have 
brought together studies of the actual 
functioning of governmental propa- 
ganda in the leading European nations 
which are under dictatorships. Special 
attention is given to the details of 
propaganda organization, technique, 
strategy and results. The book, how- 
ever, broadens its coverage of the sub- 
ject by attempting to show where, in a 
democracy, the line should be drawn 
between proper and improper use of 
propaganda by the agencies of govern- 
ment. 

The contributors are Fritz Morstein 
Marx, Arnold J. Zurcher, Bertram W. 
Maxwell, Oscar Jaszi, Harold D. Lass- 
well and George E. Gordon Catlin. 
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"We are very much pleased with the 


IupRovEMENT Over Our Hanp-postep MeETHop” 


says MR. DONALD WELLES, 
Auditor of the 
Wilmington Trust Company 


MR. DONALD WELLES, auditor of 

the largest banking institution in Wilmington, is another banking official 
who values the speed and efficiency of the National Typewriting-Bookkeeping 
Machine. Read his letter. 

National Machines are adaptable to any bank accounting requirement. We'd 
like an opportunity to give you a more detailed account of the benefits to be 
derived from National Accounting Machines. We invite you to consult our 
local representative, or write us direct. 


DAYTON, 


CASH REGISTERS * TYPEWRITING-BOOKKEEPING MACHINES + POSTING MACHINES 
¢ BANK-BOOKKEEPING MACHINES * CHECK-WRITING AND SIGNING MACHINES + 
ANALYSIS MACHINES * POSTAGE METER MACHINES + CORRECT POSTURE CHAIRS 
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“Quicksilver, Common” 


| eineg a mid-western city a few years 
ago came two men who opened an 
office for the sale of “investment 
bonds”. They installed a battery of 
telephones, bought a city directory and 
set out to lead a selected list of “in- 
vestors”’ toward quick riches. 

Into the local bank, where she kept 
her checking account, came Mrs. Smith. 
“What do you know about this new 
investment company?” she asked the 
banker. 

“Nothing—yet”’, he replied. “The 
men only recently came to town, and 


while we have no definite knowledge 
either for or against them, we surmise 
that they are ‘bucket-shopping’. Why 
do you ask?” 

“They called up my husband this 
morning, told him that Quicksilver, 
common, is due for a rise, and offered 
him the opportunity of making a lot of 
money. He was for sending them a 
check immediately, but I asked him to 
wait until I could find out something 
about them.” 

“Well”, said the banker, “my advice 
is that he should make haste slowly. 


WHY NOT HAVE PEACE OF MIND? 
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YOUR BOARD 


and the new developments 


This is a time when well informed 
directors are pillars of strength. 
BANKING has a group subscription 
plan, by means of which your bank 
can supply this magazine, each 
month, to all or selected members of 
your board. The cost is negligible. 
More than a thousand banks are 
making profitable use of it. 


The methods employed by this concern 
are suspiciously like those of all bucket- 
shop operators who sell things they 
haven’t got, and leave town with their 
accumulations when the atmosphere be- 
gins to get too hot.” 

“Thank you very much; I'll try to 
persuade him to wait,” said Mrs, 
Smith. 

A few days later she again came to 
the bank. “Have you found out any- 
thing about this investment company?” 
she asked. 

“No need for any further worry, Mrs. 
Smith,” the banker said. “We’ve re- 
ceived a report from Chicago, and 
within 24 hours there will be some ex- 
plaining in court.” 

The following day the local papers 
announced that the “investment” firm 
had been charged with fraud. Mrs. 
Smith, of course, came to the bank and 
expressed her appreciation. 


Helpful 
Refusal 


HE service the banker renders to his 
customer sometimes has to be nega- 
tive in order to be valuable. 

The local manager of a national cor- 
poration called on his banker one day, 
radiating optimism and enthusiasm. 
The conversation was about as follows: 

“T have a hunch that the stock of our 
corporation is a ‘buy’, for it is at the 
lowest level in its history. If I can bor- 
row some money I’m going to buy a 
couple of hundred shares and hold them 
for the increase I know is coming.” 

“‘What’s the stock quoted at?” asked 
the banker. 

“Tt sold yesterday at 3212, but I’m 
sure it’ll go to 50 or more within the 
next few weeks,” said the customer. 
“Tf I can borrow $6,500, I can buy 200 
shares and clean up not less than $3,500 
within a month or two.” 

“How much cash have you?” asked 
the banker. 

“None,” replied the customer. 

“Then,” said the banker, “what 
would you do if the stock, instead of go- 
ing up, should take a tumble?” 

“Well, in that case I should be wiped 
out, of course.” 

“Under the circumstances,” the bank 
officer said, “you have no right to make 
such an investment, because you are 
taking an unjustified chance, and at the 
same time you are asking the bank to 
run the risk of ‘holding the bag’. If the 
stock should drop, we should have to 
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sell you out and call on you to make 
up the loss.” 

The customer obviously was very 
much put out. 

“Well,” he said, “TI guess I’ll have to 
plug along on my little old salary and 
lose this chance for making headway— 
all because my bank will not cooperate 
with me.” 

He took his hat and left. 

Four weeks later the same customer 
was shaking the hand of his banker and 
thanking him profusely for having re- 
fused the loan. 

“Tf you had done what I wanted you 
to do,” he said, “I’d certainly be in a 
terrible pickle now, because, as you 
probably have noticed, the stock has 
dropped 10 points.” 

“How would you feel if the stock had 
gone up 10 points?” asked the banker. 

“Well,” responded the customer, “I 
suppose I probably would be pretty dis- 
gusted. But I see now that you did ex- 
actly the right thing, both from the 
standpoint of your bank, and for the 
good of your customer.” 


Deposit Habit 


boy or girl often finds that 
going to a bank regularly with a 
passbook and part of a weekly allow- 
ance is habit-forming. Perhaps a check- 
up of deposit records would show that 


SOCIALIST 


Leon Blum, whose party in 
France won the last election, 
has indicated a desire to coop- 
erate closely with England in 
European affairs 


some banks’ oldest customers are their 
youngest in point of age. 

There is an instance in an Atlantic 
Coast town, where, several years ago, 
a girl of seven was encouraged by her 
father to open an account at the local 
bank. The institution’s president, a 
friend of the family, took a personal 
interest in the new business relation- 
ship. The deposits were made from an 
allowance of $1 a week. As this amount 
increased, the weekly deposits grew. 

When she was old enough to enter 
high school, this girl transferred part of 
her savings to a checking account. Fre- 


quent consultations with the bank 


president and talks with him about her 
banking connection had developed in 
her a spirit of independence. She 
wanted to pay her own bills by check. 
The new arrangement was continued 
through her college years, and so were 
the weekly deposits. 

At the end of that time, when she 
was 21, her father inquired about her 
plans. She had worked out, she said, an 
ambitious but thoroughly plausible 
budget for three months’ travel in 
Europe. At the end of the trip she would 
still have a sizable amount in the bank. 
It was all to be financed by her 14 
years’ weekly savings. 


Our complete banking facilities in- 
sure out-of-town banks and bankers 
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ness in this territory. 
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Success 


jected to one stock question above 

all others: “Which would you pre- 
fer—a high school graduate with four 
years of experience, or a college grad- 
uate with no experience?” 

“That question”’, said one personnel 
officer, “is on a par with the old wheeze 
about the length of a rope, or the one 
concerning the age of Mary. It depends 
on the bank, conditions within the 
bank, and particularly upon the in- 
dividuals to whom the question refers 
in a given instance. 

“All things being equal, I’d prefer 
the college man; but of course all things 
are not equal. For instance, the high- 
school graduate is at least four years 
younger than the beginner out of col- 
lege. The high school lad has four more 
years to invest before that inevitable 
moment when he will begin to feel like 
a vice-president. He has four more years 
to sort checks, pound an adding ma- 
chine and post the ledgers. And the 
importance of those four years cannot 
be overlooked from the standpoint of 
the bank itself. After all, the hewers of 
wood and drawers of water must always 
be in the majority. Under present con- 
ditions every bank needs from ten to 
12 routine clerks for every executive, 
semi or otherwise. 

“‘Of course it will be argued that the 
college man is perfectly willing to start 
at the bottom, and that is true. The 
difficulty is that he is not willing to stay 
there long enough to maintain that 
12-to-1 ratio. After all, he is four years 
older, he does have a large monetary 
investment in his education, and I have 
no criticism of his perfectly justifiable 
desire to push himself on and up the 
ladder. Nevertheless, it is up to man- 
agement to see that the ladder does not 
become top-heavy. 

“And the question of comparative 
salaries is not to be ignored either. It 
may be argued that a college man should 


Pieces to one workers are sub- 


Expectancy 


receive the same salary as a high school 
graduate if the two are on the same as- 
signment; but it just doesn’t work out 
that way. In the first place, 3 per cent 
on the college man’s minimum educa- 
tional investment of $5,000 amounts to 
$150 a year. And in the second place, the 
average college man demands—and gets 
—a differential at least twice as great 
as that. 

“So you have the seeming paradox 
that high school graduates are willing 
and able to accept a longer waiting 
period for promotion, that they will 
start at considerably lower salaries; yet 
college men are being employed in ever- 
increasing ratio, particularly by the 
larger banks. The reasons are hidden in 
one of the qualifications of the original 
question. I have explained why I would 
prefer a beginner high school graduate 
to a beginner college graduate for be- 
ginner’s work. However, the question 


referred to a high school graduate with 
four years of experience, as compared to 
a college graduate without experience. 
“Tf a particular vacancy required 
immediate experience, the experienced 
high school man would get the call; if it 
were a training job, it would probably 
go to the college product. And if the 
vacancy were in credits, statistics, trust, 
or any department in which official 
material is usually sought, the college 
man would win without a struggle. 
“The reason? I am reluctant to give 
it. Remember the qualification ‘with 
four years of experience’; then ponder 
this statement: after four years of rou- 
tine experience in any bank in this 
country today, many clerks become so 
stale and sour on life in general that 
they are useless for any major contact 
with the public. That goes for high 
school and college graduates alike; but 
the question compared four years of 
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bank experience with none whatever. 

“The youngsters come to us, full of 
vim, vigor and tiger blood. They are, 
absolutely and to a man, sold on the 
copy-book maxims that there is always 
room higher up, that a man is as good 
as he thinks he is, that virtue and hard 
labor bring their own reward. But after 
they have worked hard for a year or two 
or three, and nothing much has hap- 
pened to them as individuals, they lose 
heart and faith, go sour and cynical, 
and thus resign from the ranks of the 
possibilities for major promotion. 

“T once saw a man take terrific pun- 
ishment for an error properly chargeable 
to another. This man—call him John 
Jones—had just been granted a sub- 
stantial salary increase when he was 
accused of a serious clerical error of 
which he was really innocent. As pun- 
ishment, the management rescinded 
that man’s salary increase, spanked 
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him verbally, and set him down hard. 

“But John Jones came up for air 
without a single wasted motion. He 
grinned a broader grin than ever before, 
worked a little harder, and put in longer 
hours. His whole performance was so 
astoundingly at variance with what 
could logically have been expected that 
the management of the bank took a long 
second look at him. That was the first 
time they had ever really recognized 
John Jones as an individual; and with 
recognition of his personal qualities 
came recognition of his qualities as a 
business man. 

“John Jones has doubled his salary 
since he got that shakedown five short 
years ago. He had faith in himself and 
in his institution; he had courage enough 
to play the game. What would have 
been calamity to a lesser man spelled 
opportunity to him. 

“However, the very fact that Jones 


FOUR YEARS 


“If a particular vacancy required imme- 
diate experience, the experienced high 
school man would get the call; if it 
were a training job, it would probably 
go to the college product. And if the 
vacancy were in credits, statistics, 
trust, or any department in which 
official material is usually sought, the 
college man would win without a 
stuggle”’ 


could capitalize such a situation spells 
criticism of the average young man of 
today. This average individual over- 
looks the fact that the better-paying 
jobs almost invariably involve some 
degree of public contact, and that an 
employer can give public contact only 
to employees who have retained their 
enthusiasm for fundamental things. The 
high school graduate must remember 
that he is at first too young for contact 
work, but that if he develops an in- 
growing disposition he will never get 
the contact job regardless of his age. 

“And the college man, who is em- 
ployed primarily because he is older and 
because he has yet had no opportunity 
to sour on life—even he must remember 
to watch his disposition. Even he will 
be limited to the degree that he controls 
his reactions to current conditions of 
business life. 

“Tf, then, I were offering advice to a 
crop of June graduates, high school or 
college, my first suggestion would be: 
‘Keep your chins up. Remember that 
anyone can get discouraged; it is the 
rare man who, under present conditions, 
can retain his faith in himself, his em- 
ployer or the country he is living in. 
And just because this quality is so rare, 
employers everywhere are searching for 
it.’ 

“The employer, I think, can do more 
than he has done to meet this problem. 
Young folks need encouragement. Most 
of them have no real conception of 
organization problems; few have ever 
been shown the good points of their 
employer’s history. All they know—or 
are generally permitted to know—is 
that this is a hard, cold world and ap- 
parently always has and always will be. 

“Tf employee and employer would 
only take joint action toward cheering 
up the atmosphere and clearing up the 
long-range viewpoint, those years of 
experience might more often be satis- 
factorily capitalized.” 
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A Uniform Method of 


NAME OF BANK 


ANALYSIS OF THE ACCOUNT OF: 


Average Balance: 
1. Average Daily Ledger Balance . . . « « « « « 


2. Less Average Daily Uncollected Funds .... 
Se Net Average Daily Balence ee 


4. Less Required Cash Reserve: % of Item 3 
5. Net Balance Available for Investment... . 


Income; 


6. Average Earning Rate; % of Item 


Costs: 


7. Checks Paid, Drawn by You on This Bank. . each ~ 
9. Checks Deposited: 

Drawn on This Bank . . . « « « No Charge 

b. Drawn on Other Banks in This City @__¢ each - 


ce Drawn on Banks in Other Cities .. @ ¢g each = 


Deposited Items Returned Unpaid @ - 
Other Costs and Charges: 


Interest on Uncollected Funds Advanced: $ @ -% 
Total Activity Costs 


Custody of Funds: % per annum of Average Daily Ledger 
Balance, or % of the costs of handling the account, 
whichever is greater . . een eee 


15 TOTAL e ee e e eee ee 2@ @ eee @ 


Net Income or Loss: 


16. Excess of Item 6 over Item 15... $ 
17. Loss: Excess of Item 15 over Item 6 - Cost of Service in Excess 


YOUR ACCOUNT HAS BEEN CHARGED AS OF 195 _ 


Maintaining a balance commensurate with activity will render this statement unnecessary. 
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Account Analysis 


A Suggested Form 


THE growing necessity of account analysis among 
banks throughout the country calls for a uniformity of 
method. As part of the background for developing a 
more systematic procedure, clearinghouses were re- 
quested to supply the Bank Management Commission 
of the American Bankers Association with details as to 
procedure followed, and specimens of analysis forms 
now used by their member banks. 

Based upon a comparison of these forms, together 
with a careful study of facts revealed by the survey, the 
Commission has built up a suggested standard form 
presenting a composite of the best features of the forms 
submitted, and representing the common practices of 
banks. The suggested form, on the opposite page, is in- 
tended to serve as a guide to bankers who, realizing the 
importance of uniformity in this matter, are desirous 
of adopting a uniform system of analysis of accounts. 

Manifestly, the first step in analysis of accounts is the 
determination of per item costs based upon accurate 
cost analysis. Only after the costs of handling items 
have been definitely ascertained may equitable rates for 
services rendered be installed—fair both to depositors 
and to the bank. 

The Manual for Determining Per Item Costs, issued by 
the Bank Management Commission, presents a simple, 
complete, practical method for determining per item 
costs. The Commission, of course, realizes that quite 
naturally, in different sections of the country, and 
working under different conditions, there will be varia- 
tions among banks in rates based on accurately deter- 
mined costs. Consequently, in the forthcoming study on 
this subject, the Commission urges that banks follow a 
uniform plan of analyzing accounts; uniformity of per 
item costs is neither suggested nor contemplated. 

In a survey just completed by the Bank Management 
Commission, with 308 out of 365 clearinghouses analyz- 
ing large and active checking accounts, the need for 
uniformity and standardization of procedure in account 
analysis is strongly emphasized. 

It is highly desirable that the analysis of accounts, as 
submitted to bank customers the country over and fre- 
quently by a number of banks to the same customer, 
should reflect the same elements treated ina logical order. 
To do this, it is necessary that a uniform procedure be 
adopted, giving consideration to the same factors in the 
analysis of an account and applying these factors in a 
similar manner. 

The suggested standard form is submitted by the 
Commission with the recommendation that it be 
adopted by banks to bring about a uniform and system- 
atic procedure in the analysis of accounts and to ac- 
complish a nationwide objective in harmony. 


June 1936 


By FRANK W. SIMMONDS 


Deputy Manager, American 
Bankers Association 


CTUAL analysis of an account— 
that is, ascertaining whether or 
not an account is paying its own 

way—consists of the practical applica- 
tion of the costs of handling items to the 
earning value of the money deposited 
with the bank in such accounts, after 
float and reserves have been deducted. 
The suggested standard form illustrates 
the uniform method which is proposed 
and discussed herewith for analyzing 
accounts. 

The recommended standard form is 
divided into four distinct headings, 
each of which is subdivided into a num- 
ber of steps for carrying out the neces- 
sary computations and finally deter- 
mining the net profit or loss of the 
account. 


AVERAGE DAILY BALANCE 


THE “average daily ledger balance”, 
Item 1, is figured by adding the balance 
at the end of each day’s business for the 
period of one month and dividing by the 
number of days in the month. From 
Item 1, the “average daily uncollected 
funds”, or float, is deducted and the 
“net average daily balance”, Item 3, 
obtained. 

The reserve computation is made 
after the deduction of float, conforming 
with Regulation “D” of the Board of 
Governors of the Federal Reserve 
System. This appears to be the prefer- 
able practice, inasmuch as the purpose 
of the reserve is to keep immediately 
available cash on deposit. The “re- 
quired cash reserve”’, which is a combi- 
nation of both legal and cash reserves, 
is therefore figured on Item 3 and then 
deducted from that item, leaving the 
“net balance available for investment’. 
This figure, Item 5, represents the net 
amount available in a depositor’s ac- 
count for earnings. 


AVERAGE EARNING RATE 


THE “average earning rate”, gov- 
erned in each bank by its individual 
necessary requirements of business and 
investment policies, is applied to Item 
5, the net lendable balance. The result 
is the income which may reasonably be 
expected to be earned by the depositor’s 
money. Item 6 therefore represents the 
“total income earned” from net aver- 
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age balance carried by the deposi- 
tor. 

Against “total income earned”, the 
total “costs” or expenses of the service 
rendered to the depositor are set. As 
revealed by the survey, Items 7, 8, 
9(a), 9(b), 9(c) and 10 are the most 
common items on which rates are now 
in effect. Items of this kind handled for 
the depositor during the analysis period 
should be classified and counted and 
the appropriate charge applied. In addi- 
tion to these items, miscellaneous items 
of service which the depositor has re- 
ceived, together with the bank’s charges 
on such items, may be listed under 
Item 11, “other costs and charges”. 
Under Item 12 is entered the interest 
charge on uncollected funds advanced. 
The total of Items 7 to 12, inclusive, 
represents the total “activity costs”’, or 
actual expenses incidental to handling 
the account. 


CUSTODY OF FUNDS 


IN addition to the activity costs, the 
factor of “custody of funds” requires 
consideration, based on the reasonable 
expectation that a bank is entitled to a 
fair return on the services it renders and 
the responsibility it incurs. This factor 
is variously designated by banks as a 
charge for “custody of funds”, “ad- 
ministration”’, “compensation”, etc. In 
connection with Item 14, “custody of 
funds”, the compensation factor is 
usually computed at 1% per cent per 
annum, which is % of 1 per cent per 
month on the average daily balance, or 
25 per cent of the costs of handling the 
account, whichever is greater. These 
alternative plans are presented to take 
care of that type of account which in- 
volves considerable cost, but still main- 
tains little or no balance. The 25 per 
cent would be based upon the com- 
bination of cost items numbered 7, 8, 
9, 10, and 11. 


TOTAL INCOME EARNED 


BY comparing “total income earned” 
with total “costs”, the true worth of 
the account is ascertained. If the “total 


income earned” is less than total 
“costs”, there is a net loss, which is 
charged to the depositor’s account. 
The proposed plan is based upon 
simplicity and fairness and is recom- 
mended for use by banks in all sections 
of the country. No attempt is made to 
establish rates or charges for services 
rendered. The primary aim of the plan 
is to inspire bankers to adopt and ad- 
here to a systematic plan of analyzing 
accounts, so that nationwide objectives 


may be accomplished, not by many 
different and confusing ways, but by 
one harmonious method. 

For more than ten years there has 
been a definite movement among bank- 
ers to increase their earning abilities 
through fair and legitimate rates for 
services they render to their depositors. 
A campaign to stimulate and encourage 
banks to give close study in this con- 
nection to operating profits as a means 
of developing sound credit and manage- 
ment policies has been steadily carried 
on during these difficult years. There 
have been roundtable discussions on 
this problem at meetings of bankers’ 
associations and at banking conferences 
in all sections of the country, addresses 
by leading bankers and financial ex- 
perts, numerous articles in banking 
magazines, and various booklets pre- 
pared suggesting methods and explain- 
ing details. Surveys of service charges 
on small checking accounts were con- 
ducted by the Commission in 1933 and 
1935 and printed in Bulletins No. 63 
and 66, which contain interesting and 
valuable data on the progress made in 
that field. Attention now concentrated 
on practices of analyzing accounts re- 
veals widespread adoption of the an- 
alysis plan. 


REASONABLE PROFIT 


ALL business is founded on the eco- 
nomic principle that a reasonable profit 
should be expected and made from serv- 
ices rendered. A bank is a business 
corporation, chartered under Federal or 
state laws and authorized to carry on a 
particular kind of business, of which 
one primary function is rendering 
service to its community. The banker 
who today maintains a sound and liquid 
bank must take into consideration not 
only the growth of deposits and re- 
sources of his bank, but also every other 
proper source of income. He must not 
lose sight of the fact that a funda- 
mental step toward increased earnings 
is placing all accounts on a sound pay- 
ing basis. 

In determining whether or not an 
account is supporting itself and produc- 
ing a fair profit, analysis is essential. 
The necessary factors in analyzing 
accounts are size, activity, float, re- 
serves, lendable balances and time 
spent in handling the account. At one 
time, any large account was considered 
profitable merely because it carried 
what seemed to be a good balance, but 
analysis has shown that many such 
accounts were actually an expense 
because of activity. Frequently banks 


have been amazed to discover how 
much money they are losing each month 
on excessively active, large accounts, 
By determining the earning value of the 
money placed with the bank by a 
depositor and then figuring the costs of 
handling, the true worth of the account 
can be ascertained and charges applied, 
if necessary, to offset any loss and 
provide a reasonable profit. 


DEPOSITOR CONTACTS 


ASIDE from the additional income 
earned by analyzing accounts and 
placing them on a paying basis, a further 
advantage is gained by bringing the 
depositor into closer contact with the 
bank, which enables him to acquire a 
better understanding of banking opera- 
tions and results in greater confi- 
dence and respect for the business 
ability of the institution protecting his 
money. 

While banks now recognize the ad- 
vantages of analyzing accounts, there is 
lack of uniformity as a whole in the 
development of methods and types of 
analysis plans. These variations are not 
sectional, although in a number of states 
the effects and accomplishments of 
state bankers’ associations toward uni- 
form plans are distinctly indicated by 
the survey. 

An underlying purpose of this survey 
is to stress the need for uniformity and 
to urge banks to adopt more nearly 
uniform methods and plans of ac- 
count analysis. Treasurers of corpora- 
tions having deposits in banks in all 
parts of the country are criticizing the 
many types of analysis plans in use. 
Their criticisms are not directed at 
paying reasonable chatges for services 
rendered to them, but at the different 
methods of analyzing their accounts, 
resulting in widely varying charges even 
where balances maintained and ac- 
tivity is practically the same in all 
banks. 

In conducting the survey, question- 
naires were sent to 590 clearing- 
houses having a total membership of 
6,078 banks. The number of clearing- 
houses responding was 365, approxi- 
mately 62 per cent, covering every 
state in the nation with the exception of 
two, of which one state has no clearing- 
house. Out of the 365 clearinghouses 
replying, it was found that 84 per cent 
are analyzing large and active accounts. 
In 271 clearinghouses all member banks 
in the clearinghouse analyze accounts, 
and in 37 clearinghouses a major- 
ity or only some banks analyze ac- 
counts. 
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Concerning Collateral Consanguinity 


ai fe MOST people outside the legal profession collateral consanguinity simply 
means having a common ancestor—brothers or cousins, for example. 

There is an interesting case of collateral consanguinity in the readership of 
Banxinec. Naturally it is read primarily by bankers, many of whom are active in 
directing other types of business enterprizes. 

But its readership in the high places of business is not limited to the combined 
banker-industrialist. Recently an investigation was made of the list of its regular 
subscribers in a typical mid-western city of 500,000 with widely diversified indus- 
tries. As might be expected, all the banks, with resources of a quarter billion dollars, 
were well blanketed by 102 subscribers among officers and directors. 


N addition, the following non-banker subscribers were identified: the chairman 
ard the financial officer of the city's largest industry . . . the president of a leading manu- 
facturer of road building machinery . . . the president of a widely known builder of electrical- 
control equipment . . . two vice-presidents and six trustees of a large life insurance company 
. . . the general manager and two directors of its public utility properties . . . five directors 
of fire and casualty insurance companies . . . the leading real estate and leading grain 
operator . . . two prominent transportation executives . . . the president and two derectors 
of a large leather manufacturer . . . a vice-president of a famous brewery. 


W* do business leaders other than bankers read Banxine? A more important 
question is: What particular business leaders are most likely to read BanxING? 

The close relationship between banking and business has long been recognized. 
The business man of large financial responsibilities is always interested in authori- 
tative discussions of financial sentiment and banking developments. But some busi- 
ness men more than others, and especially at such times as the present when recovery 
is gathering momentum. Cousin to the banker is the executive whose business is 
holding its own. But brother to the banker is the one whose business is expanding, 
passing competition, requiring new working capital, demanding counsel, informa- 


‘tion, introductions in an effort to reach new markets. 


Thus it is that banking topics interest all business men to a degree, but especially 
the type that the advertiser would prefer most of all to reach. And thus it is that the 
readership of Banxina is doubly selective, comprising the best in banking and the 
most vital in business. 


BanxInc goes each month into banks representing 96.7 
per cent of the banking resources of the country. In the case 


B ’ of these subscriptions, observation shows an average of 

ANKING S at least five readers per copy. Banxine's aim-at-the-top 
editorial policy attracts the “‘comers’’ as well as those 
who have arrived. 


Two-type More than 60 per cent of Banxxwo’s circulation consists 


closely, especi at such times as the present. 


4 
| 
| | 
| 
| | 
| | 
| | 
| 
| 
| 
| 
| 
2 
| 
| 
| 
| | 
| | 
| 
| 
| 
| 
| 
| 
i| 
| 
| 
| 
i} 
| 
| 
| 
| 
4 
Cc 


American Brass Company says that non-rustable metal 
fittings ‘‘are far superior in terms of service per year per 
dollar” 
Copper, Brass AND BRONZE IN THE HomME—a 16- 
page illustrated pamphlet on basic uses for these rust- 
proof metals; Economy CotTaGE Roorinc—a detailed 
explanation. 


AMERICAN TELEPHONE & TELEGRAPH CoMPANY tells of a 

miller, an oil refiner and a turkey grower............... 
As Taoucs Around A TABLE—conference telephone 
service; CONVENIENCE . . . AT Your FINGER Tips— 
how key control telephone equipment operates; Mop- 
ERN Business Apopts . . . THE TELETYPEWRITER— 
reprinted from the Bell Telephone Quarterly. 


AssociaTEp LumBer Mutva_s provide specialized insur- 

{ Detailed financial statements of the five member 
companies. 


BANK or America, N. T. & S. A. has more than 1,500,000 


BANK OF MONTREAL offers its facilities to customers in 


Owners FEDERATION of Murvat Fir IN- 
SURANCE COMPANIES will submit a complete insurance 
plan to any building manager... 


Burroucus Appinc Company illustrates three 
forms used in loan and discount machines. ............ 


Cuasz NaTIONAL BANK emphasizes investment service 

Tue Cuase Economic BuLLETIN—periodically is- 
sued, each number discussing a specific subject. 


Crry NATIONAL BANK AND Trust Company offers general 
banking and correspondent facilities in Chicago........ 


CommeErciAL Crepit CoMPANY will send rates and matu- 
rities of its short term notes on request............... 


CommerciaL Union Group offers world-wide coverage 


Table of Advertising Contents* 


1i 


82 


79 


16 


and loss adjustment service..............-+.05: 3rd Cover 


CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST 
Company offers general banking and correspondent facili- 


Dr Luxe Cuecx PrinTErs, INc., talks about favorable 


DicTaPHONE SALES CORPORATION offers a working dem- 
onstration of its 
“Waat’s an Orrice, ANyway?”—Why Donald 
Wilhelm turned to Dictaphone, told in an informal 
pamphlet; ProGress—a folder describing various dic- 
tating machines and equipment. 


16 


* Material furnishing additional information is indicated by a { sign 


Tuomas A. Epson, INc., prints a vacation 


A Srupy or THE AppLicaTION OF EpIPHONE Voice 
WaritInc TO BANKs AND FINANCIAL INSTITUTIONS—a 
folder prepared by the corporation's industrial research 
staff. 


have an all-risk automobile insur- 


FEDERATION OF MUTUAL FIRE INSURANCE COMPANIES 

summarizes a chapter in history..................... 
Murua Fire INsuRANCE—a booklet explaining the 
principles and policies of this alliance of 75 member 
companies. 


Fipetitry Union Trust Company makes correspondent 
service available in the Newark, New Jersey, territory. . . 


Frrst NATIONAL BANK AND Trust CoMPANY OF OKLA- 
HOMA City offers 24-hour transit collection service... ... 


First NATIONAL BANK OF CHICAGO names some factors 
that make it a desirable correspondent............... 


First WISCONSIN NATIONAL BANK has statewide contacts 


Fitcu Investors SERVICE offers effective aid in improv- 


FuLton NATIONAL BANK provides correspondent service 


GENERAL Motors ACCEPTANCE CORPORATION calls.atten- 
tion to ite short ‘term notes: 


GEORGE S. May Company reprints the comment of a cus- 


‘May Facrs” Numpers 1 to 15—how George S. 
May Management Engineering Service ‘benefits 
every department, from front office to shipping room”. 


IMPROVED Risk MuTUALS comprise 15 legal reserve in- 


INSTITUTE OF BANK STATIONERS pictures a man skating 


INTERNATIONAL Business MACHINES CORPORATION gives 
some samples of trust report forms. ...............++- 


INVESTORS SYNDICATE stresses one principle of its policy. . 
q A monthly review of national income and expendi- 
ture, analyzed and compared with a month and a year 
previous. 


KELVINATOR CORPORATION recounts the experience of one 


Lamson Company, INC., gives four reasons for the use of 

§ Wincs or Busingss—a booklet describing Lamson 
pneumatic tubes and their uses, including applications 
in banks and brokerage offices. 
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Dick & Mere-SmitH supply institutions with invest- 
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Lawrence WargHouse Company lists some plant inven- 


q WargHouse as COLLATERAL—a reference 
treatise issued by the Committee on Banking Relations 
of the American Warehousemen’s Association; Law- 


7 RENCE SysTEM FIELD WAREHOUSING—FOR BANFERS 


AND MANUFACTURERS—a booklet; SAFETY AND PROFIT 
Commoprty Loans; FreLp WAREHOUSING; WARE- 
HOUSE RECEIPTS; FrELD WAREHOUSING Is DEFINED 
AND EXPLAINED BY NATIONAL AUTHORITY—articles by 
A. T. Gibson, president of the company, reprinted from 
publications; How to Losz Monry on WAREHOUSE 
FrvaNcinc AGEING THrRouGH FIELD 
WAREHOUSING—two articles by Arthur W. Vickery, 
reprinted from magazines. 


MANUFACTURERS TruUsT CoMPANY provides an invest- 

CorroraTE Trusts aND AGENCIES—a quarterly 
pamphlet summarizing decisions, legislation and regu- 
lations; ANALYSIS OF THE BANKING Act oF 1935—with 
catch lines and a Federal Reserve System chart; Trust 
SERVICES FOR CorPoRATIONS—a brochure explaining 
the trust and agency functions of the Company’s Cor- 
porate Trust Department; Mopern ror Your 
SEcuRITIES-—a complete description of “Safekeeping 
Service”; SAFEKEEPING SERVICE AND Your INCOME 
Tax Report—how an account of this type simplifies 
preparation of tax returns. 


MarINE MIDLAND BANKs are situated in 28 New York 


MARYLAND Casualty Company tells of a robbery that 
is still puzzling bank detectives. 


MARYLAND Trust Company has something to say about 


{ TrapE TRENDsS—a monthly review of commercial 
and industrial activity, with a statistical ‘barometer 
of business”, and charts. 


MASSACHUSETTS DistTrIBUTORS, INC., will send on re- 
quest a prospectus of Massachusetts Investors Trust. .. . 


MERCANTILE-CoMMERCE BANK AND Trust COMPANY 
emphasizes its cooperation with out-of-town bankers. .. . 


MEREDITH, J. F., & Company conducts bank audits and 
Nationa INsuRANCE ComPANyY states that 55 
per cent of its assets are actual surplus............... 


Moopy’s Investors SERVICE offers to explain how its 
supervision will help any bank....................5.. 


Morris Pian Bankers AssociaTion tells how commer- 
» cial banks can cooperate with its members............ 


{ BaNnkING ON CHARACTER FOR A QUARTER CENTURY 

—history of the Association; ConpITIons IN WASHING- 

TOoN—an address by P. H. Whaley, editor of the 

Whaley-Eaton Service, before the Association’s Silver 
iversary convention. 


National Bank or Detroit offers its facilities in the 
automobile capital of America... 


NATIONAL RecistER Company tells what it accom- 


{ Postinc Recorps iv Banxs—a book showing 12 
applications of bank-bookkeeping machines in specific 
banks (distributed by salesmen only). 
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NationaL SHAwMutT Bank oF Boston has a service 

NaTIONAL SuRETY CORPORATION says “fidelity bonds are 

a tribute to employer and employee” 
{ SUGGESTIONS FOR THE PREVENTION OF FORGERY 
LossEs In BANKS—a treatise analyzing losses due to 
forgery and recommending certain precautions against 
them; ADEQUATE INSURANCE FoR BANKS—a leaflet 
quoting bankers and financial publications on burglary, 
robbery and fidelity insurance for banks; CrmmE PRE- 
VENTION SERVICE—bulletins issued periodically, with 
a loose-leaf binder. 
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NEENAH Paper CoMPANY calls attention to its business 

DistincuIsHED LETTERHEADS—a book of specimens, 
with a laminated aluminum foil cover; LEVERAGE FOR 
LETTERS—special letterheads; New Ways—to 
utilize the sales power of your letterhead. 


Norce (Division oF Borc-WarNER Corporation) il- 
lustrates half a dozen of its products............. 2nd Cover 


NoRTHERN Trust Company invites inquiries from banks 


desiring correspondent service in Chicago. ..........+++- 75 


Repus.ic Crepit INsuRANCE Company has “a 
simple, practical plan of insuring personal loans against 


PHILADELPHIA NATIONAL BANK discusses collection items 


RanxIN, R. G., CoMPANy conducts examinations of 
banks and trust companies for directors’ committees. .... 


RECORDAK CORPORATION says it can effect savings up to 
45 per cent in per item cost... 


R. J. REyNoLps Topacco Company makes Camel ciga- 


Riccs NaTIONAL BANK is observing its centenary... ... 
SaLomon Bros. & deal in investment bonds... . 


STANDARD ACCIDENT INSURANCE COMPANY writes all 
forms of casualty insurance and fidelity and surety bonds 


THE Topp Company, INc., says that “depositor satisfac- 

tion demands control of details”. 
4 A Personat Loan System ror Banks; GREENBAC 
Bank Mongy Orpers—portfolios with sample forms, 
etc.; THe BLUE StrEAK Way—a series of brochures on 
mechanical signers and checkwriters; For THE Cur- 
RENCIES AND MEASUREMENTS OF THE WoRLD—how 
“ Protectograph Model 32” writes the symbols of vari- 
ous systems; THE NEw ELEctRIc PROTECTOGRAPH and 
A Briton Bank Enporses Monet 33 Pro- 
TECTOGRAPH—folders on these machines; A. B. C. Pay 
Rou System; Tae Bank You Work For; Your Bang 
Account—How to Prorecr It—pamphlets about 
checks; Story or A Genrus—a short biography of 
Burgess Smith, ‘‘a genius in documentary protection”; 
LitHo-Print StyLE Boox—special check forms. for 
merchant accounts; CHEcKs ARE MoONEY—PROTECT 
THEM—a leaflet arranged for dictation practice; sample 
Protod-Greenbac checks. 
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Warp Hors recalls another presidential patron.... 6 


q Nationat Crry Bank or CLEVELAND features its transit 
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Survey of Government lending agencies 
Conventions and meetings (See Ganda) 


oF ing f. roduction 
caution, yield on Panda oy money rates, "disparity in rates, 
dormant funds, Government securities, duration off low rates, 
stabilization fund, effect of unbalanced budget, rise in Treasury 
CALENDAR—A.B.A. Spring aceing, Robert V. Fleming a a Treasury policy, insured mo mortgages, conditi 

address, Tom K. Smith series of addresses, A.1.B. convention, 
A.B:A. conventions and meetings, other meetings, state asso- 
ciation activities, Northwest Banking Conference, National 
Association of Mutual Savings Banks conference, 1.B.A. edu- 
cational work, Robert B. Locke, Robert Morris 30, 


ting 
Cost analysis 
Costs—recommended form for the determination of 
Small loan records National bank trust powers 


Advertising S of regulatio 
Condition statement, use of 


Instalment saving—new use for savings account 
GOVERNMENT BANKING (See also Federal Reserve System) 
Central banking 


Sélling bank to the 
Trust department promotion 

Travel bureau, pdvantiges of 
its 


Bonus payments, effect of 
Interest rates—regulations—F.D.I. C. and F.R.B 


Savings accounts for instalment purchases 
Directors 
Federal Reserve Board regulations 


NON-COMMERCIAL Bankinc—credit banks, in- 
stalment finance companies, licensed small loan companies, 
pawnbrokers, personal loan departments of banks 

17, 18-20, 24-26, Wee 


: tral bank housing, collections survey, security tax 
Conatre- tiv program for customers nal mark: i 12, 
tive cus ternational markets, H.O.L.C............ 
Pa in ts) ets, 1, 5, 6, 8, 10,11, 1 
Federal Reserve Board 
Personnel 


Cine control—bankers’ cooperation 
Reserves 

Central bank policy, effect of 

Federal Reserve Board regulations 


Index for June 
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